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The 1970s will be remembered in
many states as a decade of major school
finance reform. The perenmal problems
of school bhoards and supenintendents
sudden!y became the concerns of citi-
zens and legislators alike. The immedi-
ate cause of this new interest m the
financing of schools was a taxpayers’
revolt against local property taxes and
the fiscal crisis 1t cieated for local
schools. Also important were court decr-
sions which ruled that the quality of 3
child’s education should not be deter
mined by the wealth of the school
district in which the child hives, but only
by the wealth of the state as a whole.

As in many states, policy makers in
Oregon were faced with demands for
changes in the way the state finances
pulshic schools. The first response to
these demands was a boid attempt to
shift the entire burden of school sup-
port to the state. When this proposal
was defeated by the voters of Oregon,
the legislature sought expert assistance
to review alternatives for funding public
schools which would provide greater
equity without major changes in the
patterns of school governance or taxa
tion,

This book is a review of the alterna-
tive patterns of school finance reform
that have been considered i Oregon. 1t
has been prepared by the staff of the
special fegislative Committee on Equal
Educational Opportunity in Oregon. it
contains analyses of a vanety of state
school formulas, as well as suggestions
for funding programs in special educa
tion, compensatory education, and
occupational educauon. Separate
chapters deal with the pioblems and
possibilities of increasing productivity in
schools and of developing the technical
capabilities to analyze the impact of
school finance reform proposals.

The book has two purposes. Fust, 1t
provides techmical information for the
citizens and policy makers of Oregon on
ways to reform the state’s school
finance system. An equally important
purpose 15 to share what has been
learned in Oregon with those interested
in school finance reform in other states.
Oregon’s current system of school fr-
nance 1s simtlar 1IN many ways to school

2. 42

finance systems ebewhere, The sugges-
uons for reforming Oreqgon’s school
finance system contained in thi, book
should be useful to polhicy makers n
other states as weil,

On May 1, 1973 the voters of Oiregon
decisively rejected a mdasswve propesty
tax rehief and school finance 1eform
program recommended by Governor
McCall. If approv~d, the program would
have eliminated the use of local prop-
erty taxes for support of public primary
and secondary schools and sncieased the
level of state support from 21 percent
to 95 percent. The additional state
funds would have been raised from
increased income taxes and a statewide
property tax on nonresidential prop-
erty. Even with these increases, it was
estimated that 75 percent of the voters
would have enjoyed net tax reductions.
Despite this substantial tax relief, voters
rejected the referendum by a 3 to 2
margin.'

Pressures for reform of the school
finance system weie growing in the late
1960s and early 1970s m Oiegon, as in
other states. An increasing number of
school operating budgets and bond
levies weie being defeated at the polls.
Duwiing the same pernod, public dissatis-
faction with pioperty taxes produced
two mitiative ballot measures and one
legislative referendum. The nitiatives
sought to linut the use of property taxes
for school support while the referendum
sought to add a sales tax in return for
property tax relief. All three proposals
were defeated, in large part, because
voters did not want new taxes and
feared limitations that would cripple
public education.’ The deieat of these
three proposals did not eliminate public
demands for change, however. Governor
McCall’s program was designed to
respond to these demands by providing
property tax relief and more equal
educational opportunity through state
financing of public schools.

Defeat of the McCall plan left state
policy makers in a quandry. Without
additional state revenues, the state’s
rehance on local property taxes for
school support would have to continue.
And with rising school costs, there
would be more budget elections and




E

more defeats. Also on the hoiizon was
the threat of a court ruling that the
Oregon  school  finance  system
discriminated  aganst  students  n
property-poor  school distucts.”  The
need for reform was sull present.

To resolve thus diletuna, the leader-
stup of the 1973 Oregon legilature
matiated a study of Oregon’s school
finance system and alternatives to 1t. A
special legislative Committee on Equal
Educational Opportumty, consisting of
legislators and public members, was
appomted to duect the study and make
recommendations to the 1975 legsla-
ture for improving the state’s school
finance laws.”

Q
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THE COMMITTEE ON
EQUAL EDUCATIONAL
OPPORTUNITY

The Committee on Equal Educa
tional Opportunity first met in Decem-
ber 1973. Consisting of 13 legislators
and 10 public members, the committee
was charged with analyzing the state’s
school finance system and recommend-
ing wiys of changing it which would
guarantee every child in the state equal
educational opportunity, The com-
mittee met monthly throughout the
spring of 1974 to hear testtmony con a
wide variety of subjects, including the
impact and equity of the current school
finance system, the problems of urban
school districts, and the financing of
programs in specia! education, compen-
satory education and occupational
education.’

During the fall of 1974, the com-
mittee considered a variety of school
finance plans, all of which would sub-
stantially improve the equity of the
current state school aid system. At a
meeting on December 6, 1974, agree-
ment was reached on a set of recom-
mendations to be sent to the legislature.
Those recommendations and a descrip-
tion of their purposes and impacts are
explained in a committee report whiz
is reprinted in the appendix.

The recommendations of the Com-
mittee on Equal Educational Oppor-
tunity were designed to meet four goals:
1) equalize the fiscal ability of school
districts to finance their educational
programs; 2} provide additional state
support to school districts with children
needing special educational programs; 3)
leave control over educational decisions
at the local level; and 4) provide equal
educational opportunity for all elemen-
tary and secondary students in Oregon,
without new taxes or a large increase in
state support of public schools.

To accomplish these goals, the com-
mittee recommended a package of three
major proposals: a local guaranteed
vield program for distributing state
school aid; three regional equalization
districts; and categorical grants to assist
school districts with special educational
needs.

The local guaranteed yield program
would guarantee that districts exerting
the same local school tax effort would
receive approximately the same number



of dollars per pupil The state would
establish a local guaranteed yield
schedule guaranteeing for every tax iate
a corresponding level of revenues. Under
this system, a school district would
select how much it wants to spend per
pupil and the tax rate that goes with
that level of spendable dollars. If the
district does not have enough taxable
property wealth to raise the guaranteed
amount from its school tax rate, the
state would make up the difference.

The regional equalization districts
would redistribute property tax
revenues from property-rich areas to
property-poor school districts within
three large regions of the state. A
uniform tax would be levied on all
property in a region. The receipts thus
generated would be distributed to
school districts in the same region on a
per pupil basis. Wealth vaniations among
the three proposed regions would be
equalized by the state’s local guaranteed
yield program.

Categorical grants would provide
assistance to school districts which have
concentrations of students requiring
high cost programs. Under the commit-
tee’s proposals, grants would be pro-
vided for special education, compensa-
tory education, transportation, occupa-
tional education, and necessary small
schools.

Oregon School
Finance Project

To assist the Committee on Equal
Educational Opportunity in its study,
the Ford Foundation made a grant to
the Oregon legislature for partial sup-
port of a school finance study and
development of a data system regarding
school finance.® The funds were used to
employ a staff of school finance experts
and to support the research activities of
the staff. Known as the Oregon School
Finance Project, the research staff was
headed by Lawrence Pierce, from the
University of Oregon. Principal consult-
ants for the project were Professors
Walter Garms from the University of
Rochester, James Guthrie from the
O ersity of California, and Michael
EMC from Stanford University. All

Aruitoxt provided by Eic:

three consultants had worked together
previously and have had wide experi
ence in the analysis of school finance
problems in other states.

The research staff was asked by the
committee to analyze the current
system of school finance and to prepare
alternatives for the commuttee’s con-
sideration. It was also asked to develop
a school finance computer simulation
which would enable the committee and
the legislature to quickly analyze the
impact of a wide vanety of financing
schemes on each of Oregon’s 339 school
districts.

During the first five months of the
study, the primary emphases of the
Oregon School Finance Project were to
collect essential information and
develop the computer simulation.
Information was collected from public
hearings held by the Committee on
Equal Educational Opportunity during
the spring of 1974. The staff also
worked closely with personnel in the
State Department of Education to
gather and check the accuracy of data
used in the school finance simulation. In
addition, the staff visited a number of
school districts to find out the problems
facing educators in different parts of the
state and the reforms they would sup-
port.”

The Oregon school finance simula-
tion was developed to permit policy
makers to analyze the costs and impacts
of alternative school finance plans. The
simulation is a flexible tool for analyz-
ing policy alternatives. It can provide
answers quickly. By using projections of
school enrollments and local property
values, it can estimate the fiscal impact
of alternative plans for five years into
the future. It can also estimate the fiscal
consequences of school district reorgani-
zation.

During the fall of 1974, the research
staff prepared two staff reports and
worked with the Committee on Equal
Educational Opportunity in preparing a
package of proposals for consideration
by the 1975 Oregon legislature. The
first report, entitled Alternative School
Finance Plans for Oregon: A Staff
Report, presented an analysis of the
current school finance system and three

4

alternative financing plans. The second
report, entitled A Local Guaranteed
Yield Plan for Oregon. A Second Staff
Report, provided additional information
on one of the alternatives pres.nted in
the first report.

This final staff analysis, State Schoo/
Finance Alternatives. Strategies for
Reform, s a detaled summary of the
work of the Oregon School Finance
Project. [t presents technical informa-
tion which may assist the legislature in
its consideration of the proposals pre-
sented by the Committee on Equal
Educational Opportunity. it also dis-
cusses several alternatives to the com-
mittee’s proposals, as well as some
related issues which were not part of the
committee’s deliberations or recommen-
dations.

13
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There are two volumes to this report.
This first volume contains the staff’s
analyses of alternative patterns of state
school finance reform. The second
volume is a data supplement, which
contains 2 number of computer runs on
the impact of alternative school finance
plans in Oregon. It also contains five-
vear enroliment projections and predic-
tions of property values for every school
district in the state. Copies of the data
supplement may be obtained from the
research staff of the Revenue Com-
mittees of the Oregon Legislature.

This volume is divided into eight
chapters. Chapter 2 describes the school
finance movement in the United States
and the goals toward which that move-
ment has been directed. Chapter 3
analyzes the current school finance
system in Oregon and compares Ore-
gon’s schoo!l finance system with the
equity criteria outlined in Chapter 2.

Chapter 4 describes four school
finance plans which provide equity
while at the same time protect local
control.

Chapter 5 discusses several adjust-
ments to the state schoo! aid system
which would direct resources to areas of
educational need. School productivity
and governance are covered in chapter
6. The seventh chapter discusses a num-
ber of technical problems confronting
anaiysts working on state schoo! finance
systems. Chapter 8 summarizes the
analyses and recommendations of the
Oregon School Finance Project. The
report of the Committee on Equal
Educational Opportunity, glossary of
school finace terms, and footnotes are
contained in the appendix.

The recommendations of the
research staff are sprinkled throughout
the book. Sometimes a specific recom-
mendation is made, while other times
alternatives are presented with no
specific recornmendation. In several
cases, a problem is outlined and various
approaches to a solution are described.

This book is a product of the collec-
tive efforts of four people working
closely together for fifteen months.
Most of the ideas were discussad collec-
tively before they ever found their way
onto paper. Nevertheless, each of the

5.

authors was primarily responsible for
specific chapters. Lawrence Pierce
prepared chapters 1, 3, 4, and 8. James
Guthrie wrote chapters 2 and 6 and the
portion of chapter 5 dealing with com-
pensatory eduction. Michael Kirst pre-
pared the sections of chapter 5 on
special education, occupational educa-
tion, capital outlay, and cost of living.
Walter Garms developed the Oregon
school finance simulation, prepared
most of the data runs and wrote chapter
7. Each of the chapters benefited from
the careful reading and suggestions of all
four of the authors.

There are a number of people who
contributed to the ideas in this book
and who deserve special acknowledg-
ment. lain More, Coordinator of the
Office of Legislative Research of the
Oregon legislature, was instrumental in
obtaining the research grant from the
Ford Foundation. The cochairmen of
the Committee on Equal Educational
Opportunity, Senate President Jason
Boe and Speaker of the House Richard
Eymann, assisted both the committee
and the research staff in completing this
study of alternatives to Oregon’s school
finance system. During the time we
worked in Oregon, the staff also re-
ceived the complete cooperation of the
State Department of Education and the
State Department of Revenue. Special
thanks are due the research assistants
who worked on the project: John
Danner, Ronald Eachus, Gib Hentschke,
Shonna Husbands, Budy Marshall and
John Westine. We would also like to
thank the many educators and legisla-
tors in Oregon whose ideas and sugges-
tions helped shape and enhance the
suggestions for reform contained in this
book. Finally we would like to thank
the Ford Foundation whose grant to the
Oregon legislature partially supported
the research reported in this book. The
views and recommendations sprinkled
throughout this volume are solely those
of the authors, however, and should not
be attributed to the Ford Foundation
nor the Oregon legislature.

14



T e T RO
at i ¥ .
L T D v




S
=)
=1
©;
)
cL

—]]
m
©;
=
=




ERI

THE EVOLUTION
OF SCHOOL FINANCE
REFORM
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School finance in the United States 15
in the midst of 1ts third major wave of
reform.! The first significant change
occurred at the beginning of the 19th
century with the advent of increased
public support for education {which had
theretofore been considered a private
institution). A second reform movement
took place at the onset of the 20th
century. To meet the technical man-
power needs of an institutionalized
society, state governments enacted stat-
utes encouraging a minimum level of
universal education.

By the latter half of the 20th cen-
tury, the American public considered
schooling crucial for personal success
and societal survival. Many people felt
that the American dream of equal
opportunity necessitated high quality
school services for all children and that
the required fiscal resources should be
generated in a just manner. Thus was
born a third school finance reform
movement, concerned primarily with
equity. This reform wave gained sub-
stantial momentum in the 1970s; in
1973 alone, 11 states significantly
altered their method of generating and
distributing funds for schools.?

Concern for the equity of educa-
tional finance was fostered by social
scientists and legal scholars who, in
writing and in court, questioned the
constitutionality of many state school
finance arrangements. These reformers
contended that the taxation and distri-
bution schemes of most states violated
the equal protection clause of the Four-
teenth Amendment of the U.S. Consti-
tution. The U.S. Supreme Court, by a
slender 5-4 decision, disagreed with this
position.> Nevertheless, a number of
lower courts found the argument com-
pelling on state constitutional grounds.
Thus, the movement toward equality
was sustained.

Concern for the equity of the man-
ner in which school revenues were
generated was intensified in the 1960s
and early 1970s by a number of schol-
arly attacks on the property tax. The
negative view of academics was re-
inforced by growing voter reluctance to
support higher tax rates for school
measures. The pressure for change was

,* A
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sufficiently powerful that President
Nixon during his first term gave serous _
consideration to a policy proposal
which would have replaced school pro-
perty tax revenues with proceeds from a
federal value-added tax. However, by
the mid-1970s, the pendulum of
opinion had begun to swing back in
favor of the property tax.' Neverthe-
less, the short-lived period of criticism
had done much to focus policy makers’
attention upon the inequities of pro-
perty tax administration, and many
states have altered their taxing proce-
dures to achieve more equitable distri-
bution of the school finance burden.

As a consequence of these reform
activities, school finance issues are now
balanced at a critical point. Much new
theoretical and empirical knowledge has
been amassed about school revenue gen-
eration and distribution, and sophisti-
cated computer technology makes it
possible to simulate the revenue and
distributional consequences of a pro-
posed statewide school finance plan.
Several states (e.g., Florida and Maine)
have made significant strides toward
implementing a finance plan which
achieves greater equity. Other states
{e.g., California and New Jersey) are
under court order to establish more
equitable finance arrangements. Many
more states have made incremental
changes in the direction of equity.
Several key questions face school
finance reformers in the last quarter of
the 20th century: Has the third wave of
school finance reform reached its peak?
Has the 1975 economic slump eroded
public concern for achieving greater
equity? Will state courts continue to
demand reform of state finance statutes,
or will they concur with the U.S.
Supreme Court that no matter how
’chaotic and unjust,” present arrange-
ments are legal?

Our purpose is not to predict future
efforts to achieve equity. Our view is
that, whether it persists at its present
pace or is revitalized at a later date,
school finance reform must continue.
Too many students throughout the
United States continue to be victimized
merely because their parents reside in a
school jurisdiction with low property
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wealth. In this system of fiscal roulette,
taxpayers are subject to property tax
rates which are more a function of the
value of property in their district than
their desire or ability to pay. We believe
that schooling is too important to be
left to such capricious public policies.
However, school finance reform is far
from simple. It is enmeshed in compli-
cated and conflicting economic values,

social philosophies, and political in-

terests. In order to succeed, a reform
proposal must balance these many
competing forces. In the sections which
follow, we will analyze this whirlpool of
conflicts. In subsequent chapters, we
will describe in detail our specific pro-
posals for equitable, effective and ef-
ficient reform of Oregon’s school
finance system.

Aruitoxt provided by Eic:
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An objective observer of 20th cen-
tury America would marvel at the diver-
sity our culture is able to accommodate.
This value maelstrom presents reform
advocates with a remarkable political
challenge. The task is to package
changes to appeal to the widest col-
lection of interests while simultaneously
accommodating or neutralizing anti-
thetical positions. Success in such an
endeavor depends on diligence, artistry
and good fortune.

In this section we will describe the
value dimensions which we believe a
school finance reform package must
consider in order to be successful.
Depending upon the history, political
ethos and regional setting involved, an
advocate may find it necessary to
accommodate interests other than those
we describe. Nevertheless, the following
would appear to constitute at least a
minimal list.

Resource Equity

Oregon’s present school finance
system deviates substantially from any
reasonable definition of resource
equality. Dimensions of the existing
disparities are described in detail in
chapter 3. Suffice it to state here that
the range of total per pupil receipts
among Oregon school districts in
1973-74 was from a high of $5,038 to a
low of $670. Property tax rates dis-
played similar diversity. In 1973-74
Umapine school district taxed itself
$25.17 per $1,000 of true cash value
(TCV), whereas Dickie Prairie district
levied only $3.38 per $1,000 of TCV.

The mixture of motivations and cir-
cumstances determining expenditure
levels and tax rates in different schoo!
districts is far-too complex to discuss
here. However, analysts have consist-
ently found a strong positive correlation
between per pupil expenditure rates and
taxable property wealth. Indeed, most
studies have found local school district
wealth to be the primary explanation of
school expenditure variations.’ In short,
the root of the problem is the unequal
distribution of property wealth. By
granting school districts the power to
tax only that property which is within
their boundaries, states have, in effect,
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sanctioned unjustifiable
inequities.

Agreeing upon the conditions which
are unequal is far easier than agreeing
upon conditions which are equal. How
should equality be measured? Whose
definition should be accepted? Neither
courts, legislatures nor scholars have
reached accord on such questions. The
New Jersey Supreme Court, in Robm-
son v. Cahill, asserted that a school
finance plan had to satisfy the state
constitution’s mandate to provide a
“thorough and efficient” system of
education.® The court then left it to the
state legislature to decide what scheme
satisfied the “thorough and efficient”
test. In California and some other states,
courts have held that a finance plan
must comply with the principle of fiscal
neutrality. This principle, first formu-
lated by Coons, Clune and Sugarman in
their landmark volume, Private Wealth
and Public Education, holds that “’the
quality of a child’s schooling should not
be a function of wealth other than the
wealth of the state as a whole.”” As
ingenious and profound as this assertion
may be, note that it does not provide a
definition of equality. The principle is a
negative test. Presumably, such a tost
could be applied to determine whether
or not a finance plan is satisfactory, but
it does not automatically convey the
positive; 1t does not specify the shape of
a fiscally neutral plan.

In fact, fiscal neutrality probably
constitutes only a mimimum definition
of equality. Many school finance
schemes, embodying widely varying
views of equity, can be constructed
which would satisfy the principle of
fiscal neutrality. The issue of educa-
tional equality is complex, but it rests at
the heart of a school finance plan. We
will therefore take time to describe
some of the significant points on a
definitional continuum, beginning with
the simplest definitions of equity (those
which focus upon school inputs), and
moving on to more complicated defini-
tions {those which focus upon school
outcomes). At the end of this discussion
we will discuss the equity definitions we

Q@ loyed for our analyses and recom-

expenditure

MC‘ndations.
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Input Equity

Perhaps the simplest form of input
equity 15 to ensure that local school
districts have the ability to spend an
equal amount per pupil at equal tax
rates. This approach does not mandate
any particular expenditure level, the
amount spent per puptl 1s left to the
discretion of school district decision
makers. However, once the expenditure
level has been chosen, the tax rate is
determined by the state. Any two
school districts choosing to spend the
same amount per pupil would have to
tax themselves at the same rate. If
application of the required tax levy to
the base of local property wealth gener-
ates less than the specified per pupil
amount, the state equalizes the dollar
differences. Under a purist version of
such a scheme, a wealthy district gen-
erating more than the specified amount
would return the excess to the state.

This finance strategy has been known
for over 60 vyears as “percentage
equalizing.” It has enjoyed greater pop-
ularity since 1970 under the label “dis-
trict power equalizing.”® For reasons
we will explain later, we have chosen to
rename percentage equalizing “local
guaranteed vyield” (LGY) plan. The
point to be emphasized is that this
means for achieving equity is based on
“equity of opportunity.” Equal tax
rates guarantee equal resources, but the
actual level of resources and taxes is left
to the discretion of local decision makers.

Another approach to input equality
involves providing precise dollar parity
for each student. Advocates of this
approach feel the state should allocate
the exact same dollar amount for each

.school child. Under such a distribution

plan it would not matter whether stu-
dents were in kindergarten or high
school, were mentally retarded or
gifted, had parents who were wealthy
and weli-educated or poor and illiterate.
Regardless of a pupil’s circumstances,
the state dollar allocation would be
equal. Whatever its educational and
social disadvantages, such a system
would meet a test of fiscal neutrality.

A more complicated approach to
input equality would require the state

to provide equal educational services for
each child, even if doing so necessitated
unequal expenditures. For example, if a
school district were located in a region
with substantially higher educational
costs than elsewhere in the state, a
service parity scheme would compensate
the high-cost district to equalize its
ability to provide services. Some school
finance plans attempt to do this through
provisions like regional cost-of-living
multipliers, municipal overburden
indices and statewide teacher salary
schedules.

Output Equity

At the opposite end of the defini-
tional continuum is the view that the
educational outcomes for all children
should be equal. Differences in per pupil
expenditures are only a secondary con-
cern under such an arrangement. If two
pupils are of equal ability, they might
well have the same amount of money
spent upon their schooling; a child of
more limited intelligence might need
substantially higher expenditures to
achieve equal knowledge and skill. The
outcome equity purist would argue that
an underachieving child is deserving of
such resource differentials. As long as
the science of pedagogy is unable to
prescribe means for obtaining equal
performance from every child, though,
it makes little sense to seriously con-
sider this extreme policy.

However, when expressed with a
degree of moderation, the equal out-
comes position has considerable merit.
Many reasonable people agree that it
takes greater resources to overcome the
learning disadvantages imposed by men-
tal retardation or certain physical handi-
caps. Similarly, there s increasing
acceptance of the view that a deprived
home environment can handicap a
child’s learning in a manner which re-
quires added school resources to over-
come. Thus, without arguing that all
children should perform equally, it is
possible to acknowledge that some
children need a greater expenditure of
educational resources in order to benefit
from school.

This viewpoint is reflected by the
inclusion in many school finance for-

10, 19 ‘




mulas of special provisions for physical-
ly or mentally handicapped children and
children from economically disadvan-
taged homes.

As analysts we are somewhat eclectic
with regard to this range of equity
definitions; we believe that each view
has at least some merit. As you will see
in chapter 4, our recommendations
include elements from various points of
the definitional range. The framework
for our approach is an “input” defini-
tion, and a relatively simple one at that.
We advocate a range of local guaranteed
yield plans which would permit local
districts to choose their own resource
levels above a certain minimal expendi-
ture per student. However, local pro-
perty tax rates would be equalized for
any specified per pupil expenditure.

In addition to the LGY concept, we
propose several elements of a more
complicated “input’” definition and
utilize a few features of an “output”
definition. For example, we do not
believe that the instructional programs
of sparsely populated districts should be
penalized by the necessity to spend
large amounts on transportation costs.
In circumstances where an unusually
large proportion of the revenue dollar is
expended on noninstructional items,
dollar parity is not equity. Conse-
quently, we recommend that the state
assume a high proportion of transporta-
tion costs, thus freeing local revenues
for instructional purposes.

Continuing across the spectrum of
equity definitions, we firmly advocate
added funds for schoo!l districts with
concentrations of students from low-
income households. Equality of educa-
tional opportunity simply cannot be
achieved in most instances unless some
effort is made by the school to compen-
sate for the relative lack of educational
preparation and stimulation such
children experience in their homes.
Added services for such children neces-
sitate added resources:

Tax Equity

Just as there is a range of opinion
regarding what constitutes resource
"’ there are many points of view

E lC taxation. Who should bear the
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burden of paying for school services?
Does everyone in society benefit suffi-
ciently from the schooling of youth that
its burden should be shared equally
between parents and nonparents? Or
should parents and students pay more,
on grounds that they benefit the most?
Should schools be supported equally by
everyone, or should wealthier residents
be required to support a larger share of
schoo! costs? Should schools be sup-
ported from property tax proceeds, or
should more progressive taxes such as a
state income tax bear the full burden?
Al the points of view inherent in such
queries have their spokesmen. Indeed,
problems of tax equity are as complex
as those affecting the equity of resource
allocation.

In our discussion here, we chose not
to enter deeply into these questions.
Since political reality appears to dictate
retention of the property tax in Oregon
{and most other states) for some time,
we saw little utility in arguing for its
abolition. Furthermore, Oregon has one
of the better administered property tax
systems. Assessments appear as fair as
humanly possible, and a number of
provisions alleviate the inherent in-
justices of property taxes for low
income individuals, farmers, etc. Lastly,
Oregon’s entire tax structure appears to
be progressive and well administered.
There is no sales tax, so state revenues
stem primarily from progressive indivi-
dual and corporate income taxes. These
conditions argued for concentrating our
efforts on distribution problems other
than taxation. QOur prime concern
within the revenue domain was to
ensure that equal school property tax
rates would guarantee communities
equal school revenues. Beyond that and
the simulation of various property tax
rate consequences for local school dis-
tricts, we deliberately gave little atten-
tion to revenue and taxation.
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CONFLICTING GOALS

Who Should Govern
Public Education?

The second controversial topic with
which finance reformers must deal is
school governance. Americans adhere to
the view that “decisions follow the
dollar.” This ideology, when coupled
with the widely neld principle of
“home rule” necessitates the main-
tenance of a delicate balance of decision-
making power. Equilibrium must be
maintained between the state’s constitu-
tionally specified authority to provide
education and the public’s view that
school decisions should be made by
local units of government. Regardless of
potential benefits for school children
and taxpayers, any school finance plan
which jeopardizes the balance of
decision-making power is politically
doomed.

Framers of the Constitution did not
see fit to include education as a federal
function. Indeed, neither the words
education ncr schooling appear in the
document. Therefore, under the 10tn
Amendment, state government has pri-
mary responsibility for the provision of
schooling. State constitutions acknowl-
edge this responsibility, and a succession
of important court decisions has rein-
forced states’ plenary authority in
education.

Despite the legal primacy of state
government, important decision-making
power has been vested in loca!l school
district officials. Few components of
American political ideology are as [irmly
ingrained as “local control of schools.”
Americans have traditionally feared
distant government and wanted to have
important governmental decisions made
close to home.”

As the population grew and schools
became more numerous, local control
also hecame a practical necessity. It was
impossible, particularly without modern
communications technology, to
administer a large number of geographi-
cally dispersed schools from the state
capitol, Out of necessity, decision-
making discretion was delegated by the
state to locally selected school board
members. 21
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The desire for local control over
school decisions has provided the
United States with an extraordinarily
decentralized pattern of school govern-
ance. At one time, there were approxi-
mately 130,000 local school districts.'

This pattern of decentralization has
had both advantages and disadvantages.
On the negative side, the absence of
uniforin standards and strong cen-
tralized authority has permitted a few
districts to offer inferior schooling. In
part, this may have occurred because
local residents were too igrorant to
recognize high quality instruction. In
other instances, substandard education
may have resulted from the refusal of an
elite power structure to provide ade-
quate financial support. Regardless of
the 2xplanation, the outcome was the
same; of the thousands of jurisdictions
offering school services, a small per-
centage deprived students of an
adequate education. Presumably, a more
centralized school governance arrange-
ment could have enforced higher stand-
ards.

Another disadvantage of local
control has been its aid to defenders of
the status quo in school finance. Their
argument has been: "Decisions always
follow the dollar. If the state plays a
larger role in financing schools, then the
state will play a larger role in deciding
matters such as curriculum content,
personnel policies and discipline prac-
tices. State dominance and the conse-
quent erosion of local control would
risk uniform indoctrination and ideo-
logical standardization. The only means
of restricting unwarranted state intru-
sion in local matters and preserving
independence is to continue to fund
schools principally from local re-
sources.”

This line of reasoning does not ac-
knowledge the possibility that funding
and decision making can be separated.
The outcome has been a weak state
school finance role and the persistence
of inequitable financing conditions.
Suck disparities have been tolerated for
fear their cure would trigger state
dominance of education. Despite those
who contend that much decision-
making power has shifted to the state




and that “home ule’ of schouls s now
mote illusion than fact, the public pel
ception that schools should be locally
managed is still strong.' !

The principal advantage of local con-
ol has been ts substantial flexibility
and adaptability.  American public
schools serve 90 percent of the eligible
school age population. It is not hikely
that a centralized school system with its
almost inevitable pressures toward
uniformity and standardization, would
have succeeded in meeting the desires of
such widely divergent constituent ele-
ments. The ability of local authorities to
adapt the tone and style of schools to
the desires of local chents largely
accounts for the widespiead acceptance
of public schooling in the United States.

Another advantage of decentraliza-
tion (though more n theory than in
practice} s the abiity of individual
units to experiment without jeopard-
12ing the stability of an entire system.
"Lighthouse” schools ana districts, by
virtue of their willingness and ability to
experiment and test new ideas, set the
standards for surrounding districts.
According to some, these “beacons of
excellence” elevate the quality of educa-
tion throughout the nation.'?

There 1s some ewvidence to suggest
that the generation and distribution of
schoo! dollars can be centralized while
retaining decentralized decision-making
authonity.'* Nevertheless, in order to
accommodate the strong political sup-
port for home rule, we have recom-
mended a slate of school finance alter-
natives which emphasizes local control
over financial decisions. Most of our
analyses for Otegon favor the local
guaranteed vyield (LGY) equalization
concept, which retains local control
over expenditure levels and tax rates. It
achieves the mimimum definition of
finance equity while attempting to
optimize local control.

Efficiency In Public Education

School costs have soared in the last
several decades. Whether measured in
terms of doltar amounts, proportion of
GNP, or proportion of state and local
“® amert budgets, schooling has

E lC‘ne an increasingly costly govern-

mental service. This has occurred at the
same time that revenue sources are
being pressed ever harder to support
other public services. It is no surprise
that policy makers at all levels of
govetnment have been demanding evi-
dence of greater school productivity. A
large number of state statutes and local
district plans have been devised in
iesponse to this movement known fash-
ionably as “accountability.”

Regardless of the strategy selected,
contemporary schoo! finance reform
almost nevitably necessitates higher
levels of school spending. In order to
achieve even minimal fiscal neutrality
and financial equity, presently low-
spending districts must be enabled to
spend more (a process usually termed
"leveling up”). Of course, fiscal neu-
trality also might be achieved by
reducing expenditures in high-spending
distnicts, but political reality in most
states renders such reductions highly
improbable. Leveling up tnevitably
means more dollars for schools.

Most policy makers recognize the
necessity for added school dollars, but
they frequently express concern that
additional resources should be deployed
productively. In order to be successful,
finance reform advocates must devise
means for assuring efficient use of
school dollars. The conventional ap-
proach to this problem has been to
in nose upon schools a technical effi-
ciency model adopted from industry.
Chapter 6 dea!- at length with the
fallacies embedded in this approach and
proposes a series of alternative govern-
mental and organizational arrangements
to achieve added productivity.

Special Echucational Nceds

Regardless of the financial equaliza-
tion plan selected, policy makers should
consider providing added resources for
(1) unusual instances of economic hard-
ship, and (2) special instances ot in-
structional enrichment.
ECONOMIC HARDSHIP

Several states contain two or more
economic regions within theirr bound-
aries, and in some nstances the cost of
living varies among these regions. Under
Suth circumstances, equal school
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expenditures may not buy equai school
services. For example, Florida annually
conducts a cost of living survey for each
of the state’s 67 counties. In 1972,
when Flonida dramatically revised its
school finance arrangements, the state
cost of living index (with @ mean of 1.0)
ranged from a low of .87 near the
Georgia border to a high of 1.20 near
Miami. As a result, a cost index multi-
plier was incorporated in Florida's
finance plan to adjust for regional dif-
ferences in purchasing power. In this
fashion, residents of extraordinarily
costly counties were granted added fis-
cal resources.

Transportation expense differentials
and population sparsity frequently are
cited as causes for higher operating
costs. Not only must children be bused
farther in sparsely settled areas, but it
frequently is necessary to maintain
smaller schools than is economical. As a
conseguence, many state formulas pro-
vide added financial resources for small,
isolated school districts. Such provisions
are in keeping with an "equal services”
definition of resource equity.

In Oregon special conditions which
raise schoal costs are highly evident
(transporation and small rural schools
are two good examples), and we have
recommended adjustments to the basic
finance distribution formulas to com-
pensate for such conditions. We also
investigated cost of living variations in
Oregon. A survey by the State Depart-
ment of Revenue demonstrated an
approximate seven percent cost differ-
ential between the Portland metropoli-
tan area and rural areas in southwestern
and eastern Oregon. However, it was not
possible to devote sufficient resources
to this study to obtair enough compara-
tive date on prices to use in a state
finance formula. We recommend that
the state conduct @ more comprehensive
cost of living survey and include a cost
of living adjustment in future finance
plans.

ADDED INSTRUCTIONAL COSTS

Certain school districts serve a
student population which for a variety
of reasons may pose added instructional
problems. The most obvious example is
districts which have a disproportionate




number of children who are mentally or
physicall  handicapped. Providing a
blind or orthopedically handicapped
child with anything close to ‘equal
educational opportunity’’ necessitates
substantial increases in expenditures.
Also, policy makers now recognize that
economic deprivation can impair a
child’s ability to profit from schooling.
Consequently, compensatory education
programs have been designed to assist
such children in learning.

These efforts to enrich the school
program for children who otherwise
would never experience equal educa-
tional opportunity call for added funds.
Here again, our finance recommenda-
tions take such conditions into account.
Our aim has been twofold. We have
attempted to design proposals which
assure needy children of enriched

Jstruction yet are economically effi-
cient and mindful of the burden upon
the taxpayers.
URBAN INTERESTS

Court decisions mandating the re-
districting of congressional and state

political jurisdictions have had a pro-
found influence upon the geographic
distribution of political power.'? Pre-
viously rural agricultural interests dom-
inated many state legislatures, because
electoral district boundaries did not
reflect the nation’s population shift
from rural to urban areas. The suburbs
have benefited most from redistricting
but cities have also acquired a signifi-
cant bloc of legislative votes. For
example, New York City, Chicago, Los
Angeles, Seattle and Portland do not
control an absolute majority of votes in
their respective state legislatures, but
they do have sufficiently large blocs of
votes to effectively veto many legisiative
proposals. Political reality makes it
necessary to accommodate urban inter-
ests, particularly in the area of school
finance reform.

City spokesmen believe they have a
good case for extra attention in school
finance matters for two pPrimary
reasons. First, city school populations
contain disproportionately large num-
bers of children in need of special
~'-cational  services. Usually more

E lc‘iren from low income households

and more physically and mentally
handicapped children reside in cities
than elsewhere. The other special pro
blem is frequently labeled “municipat
overburden.” Cities are generally forced
to support more costly public services
than surrounding areas. Moreover, many
of the services are utilized by nonresi-
dents who contribute no tax revenue.
Consequently, the overall city tax rate
(including school taxes) 1s typically
higher than for suburbs and rural areas.
However, because of the necessity to
support a wide range of noneducational
services, the high urban tax rate does
not benefit schools, even though the
property tax base of cities is usually
higher than the state average.

Oregon’s largest and politically most
influential city is Portland, which fits
the wurban stereotype we have just
described. Moreover, its school age pos-
ulation 1s declining, which reduces state
revenues directly. In addition, the over-
whelming majority of Portland’s voters
no longer have children of school age,
and they appear increasingly reluctant
to tax themselves for school support.

Portland is caught in a wise between
rising school costs and a population
which is increasingly reluctant to meet
those costs. Portland’s legislative repre-
sentatives believe that because schooling
is a state responsibility, the state should
assist in meeting school expenses. They
argue that Portland’s income tax and
business tax contributions are a great
asset to the state, and it would be only
fair for a larger share of the city’s
contributions to return to their source.
We are sympathetic to Portland’s situa-
tion, and our finance strategies include
several means to help 1ts schools meet
their added costs.

State Standards

A school finance strategy may in-
clude mechanisms for the state to
express its interests in education. For
example, if a state legislature is con-

cerned that school districts maintain at.

least minimai performance standards for
pupils, 1t may link economic incentives
to its distribution formula. Michigan has
used this approach for compensatory
education programs. Michigan employs
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standardized tests to identify children
and districts in need of special programs
and provides added resources according-
ly. However, if improvement in student
achievement does not subsequently take
place, the state may unpose financial
penalties.

Beyond a concern for maintaiming
minimal standards, states may also offer
financial incentives to improve the
quality of instruction. In the past, some
states provided school districts with
added money as an incentive to estab-
lish secondary schools. More recently,
this strategy has been employed to
induce distnicts to establish kinder-
gartens. The process 15 one of using
added state resources as a ‘‘carrot” to
induce local districts to revise or add
programs. We have included a similar
strategy n our Oregon recommenda-
tions for occupational education to
encourage the spread of a number of
new career training ideas and programs,

It takes only the cursory reading of
school finance statutes to realize that in
most states they are hopelessly compli-
cated. Typically only a few staff mem-
bers in the legislative and executive
branches really understand a state’s
arrangements. Leagislators, educators
and the public are generally mystified
by the legal techricalities surrounding
the interaction of state and local school
finance procedures. This complexity
presents a special problem to reformers.,
In order to build enough support to pass
a school finance plan, the plan must be
sufficiently simple to be understood. On
the other hand, accommodating the
conflicting interests and values we have
been describing entails some statutory
complexity.

Designing a school finance scheme
which meets a strict test of fiscal neu-
trality is rather easy. However, designing
a plan which meets that test and simul-
taneously satisfies the variety of
interests concerned with school finance
and its effects is a ngorous undertaking.
Throughout this report we have been
constantly mindful of the need for
simplicity. We have attempted to design
finance and governance features which




are straightforward and intelligible to
laymen, as well as experts. Simultane-
ously, we have attempted to incorporate
a number of educationally sound and
financially valid features to enhance the
political attractiveness of our proposals.
How well we have succeeded in our
efforts, only time will tell.

ERIC
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Any attempt to change the method
of financing public primary and
secondary education in a state must
begin with a discussion of the current
system and its weaknesses. As in other
states, primary responsibility for educa-
tion in Oregon rests with the state,
although the state has chosen to dele-
gate much of the responsibility for
operation and financing of schools to
local school districts. This chapter
describes the interrelationships between
state and local financing of schools in
Oregon. Of particular interest is how
well the state is meeting its constitu-
tional responsibility to provide a
“uniform and general”’ system of educa-
tion under the present financing
arrangements.!

in 1973-74 public elementary and
secondary education in Oregon was
financed by a combination of federal
(4.1 percent), state (24.4 percent) and
local (71.5 percent) funds.” The state of
Oregon’s share, which stems primarily
from personal income taxes, is one of
the lowest in the U.S. Only five states
pay a smaller proportion of educational
costs than Oregon; on the average, states
contribute 43 percent of the operating
costs of schools.?

In Oregon, property taxes are the
primary source of local revenue fr-
school districts. Consequently the pro-
perty wealth of different school districts
largely determines their ability to
finance educational programs.

If variations in property wealth
among school districts were relatively
smali, heavy reliance upon local pro-
perty tax would not make much dif-
ference. However, in Oregon wealith
variations among school districts are
great. In 1973-74 the wealthiest schoo!
district in Oregon (Brothers No. 15) had
a true cash value (TCV) of $637,761 per
pupil, while the poorest district (Knox
Butte No. 19) had a TCV per pupil of
$16,119.* That’s a ratio of 3564 to 1.
Of course this is a comparison of ex-
tremes. Small school districts with high
property value can distort the picture of
the real situation in the state. In order
to eliminate this kind of distortion, we
can compare districts in the 90th and
10th percentiles- of wealth per g.;xpil.
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When this is done we find the district in
the 90th percentile (Helix No. 1) had
for 1973-74 a TCV of $132,136 per
pupil, while the district in the 10th
percentile (Orient No. 6J) had $27,907.
That’s a ratio of 4.7 to 1. With the same
tax effort, the district in the 90th
wealth percentile is able to raise nearly
five times as much revenue as the
district in the 10th percentile.

To further clarify the picture of
wealth variations among Oregon school
districts table 3-1 presents a profile of
district wealth, per pupil tax revenue,
and tax effort and district size
{expressed in terms of weighted average
daily membership, or ADMW)} for a
sample of 38 selected districts. These 38
districts were selected to illustrate the
range of schoo! districts in Oregon. In
this profile the range of wealth is over 8
to 1; clearly there are obvious wealth
disparities in Oregon.

The relationship between wealth, tax
effort and tax revenues available for
schoo! offerings is not clear cut, however.
Both the stateschool aid formula and the
intermediate education district equaliza-
tion levy tend to reduce the advantage- of
wealthy districts by redistributing money
to property-poor districts. Despite this
equalization, table 3-2 clearly shows that
wealthy districts can still afford more
expensive schoo! programs at somewhat
lower tax rates than pocr districts of
comparable size. in table 3-2 four rela-
tively rich and five relatively poor dis-
tricts are matched in two groups; the first
group consists of unified districts with
more than 1,000 students and the second
consists of unified districts with less than
1,000 students. in each group, richer dis-
tricts average a substantially lower tax
rate ti.an poorer districts. The average
educational offering in the property-rich
districts is also higher than in the
property-poor districts. In both groups,
rich districts spend more on the average
than poor districts, with substantially
less tax effort.

It can clearly be demonstrated that
there is need for additional school
finance equalization in Oregon. To see
why this is the case, we must consider
how sta*7 funds are allocated to local
school districts.




ADMW

8.05
39.22
481.05
232140
1085.50
110.50
70290.56
1691.90
6052.00
5745.87
2125.00
21896.59
8098.09
22260.29
7066.59
24494.19
3465.07
653.90
10882.59
6538.50
4006.92
6584.40
10889.84
2220.00
3235.00
218.00
3086.30
3751.30
3380.60
3400.00
400.00
1092.40
2790.80
923.10
875.00
2554.00
200.00
1330.00

table 3-1
1973.74 PROPERTY WEALTH, SIZE, RECEIPTS
AND TAX EFFORT OF
38 OREGON SCHOOL DISTRICTS
Sample Districts Wealth
S/pupil
Plush No. 18-V $482994.41
Olex No. 11-U 183985.90
McKenzie No. 68-U 17138842
Sherman UH No. 1-UH 108781.04
Central Linn No. 552—-U 92260.55
Harper No. 66—U 69795.57
Portland No. 1J-U 67790.33
Reedsport No. 105-U 67098.49
Bend No. 1U 51026.99
Parkrose No.3-U 50635.40
Ktamath Falls No. 1-E 47821.37
Beaverton No. 48J-U 47375.79
Corvallis No. 509J-U 45176.89
Eugene No. 4J-U 44446.17
Lake Oswego No. 7J—-U 43765.06
Salem No. 24J-U 43066.86
Hood River No. 1-U 42828.28
Burns UH No. 2-UR 42114.67
Medford No. 549-U 41992.99
Oregon City No. 52—V 4153887
Pendieton No. 16R—-U 4139241
Coos Bay No. 9-U 49373.96
Springfietd No. 19-U 39700.19
Astoria No. 1-U 39190.44
Ashland No. 5—-U 38423.11
Falis City No. 57-U 38109.75
Baker No. 5J-U 37152.90
North Bend Ne. 13—-U 36728.62
Redmond No. 2J-U 36175.75
Gresham No. 4 —-E 35476.60
Ninety-One No. 91-E 32226.50
Creswell No.40-U 30679.12
Hermiston No. 8-U 26479.96
Scio No. 95C—uU 25369.02
Reedville No. 29-E 24810.24
South Umpqua No. 19-U  24564.82
Oak Grove No. 4-E 23904.33
Cascade UH No. 5-UH 23627.67
Mean for State 4762184

516233.45

Receipts/
ADMW
$2825.84
1839.64
197345
1833.63
1418.08
127417
1318.53
1244.10
1200.27
1160.80
1250.04
1273.49
1531.29
1270.36
1368.60
133247
1416.46
1359.73
1017.98
1026.58
110348
1207.03
1232.33
143843
1138.14
1380.86
1104.35
1226.76
1246.63
1283.21
1093.46
1170.81
1167.14
1005.12
1029.89
1149.08
1082.86
1255.75
1247.44

Tax rate/
$1000 TCV
$5.02
11.64
14.95
5.23
14.09
16.91
13.65
12.49
14.92
15.02
8.59
18.94
20.62
19.19
17.20
18.17
16.92
15.26
18.45
6.90
19.22
18.46
12.96
14.18
16.43
16.43
10.77
18.22
17.92
11.20
6.78
14.72
16.56
9.79
9.63
9.29
7.78
9.15

U = Unified School District
UH = Union High School District

E = Elementary School District

Source: Data provided by the Oregon State Department of Education

table 3-2

COMPARISON OF PROPERTY
WEALTH, TAX EFFORT AND
EDUCATIONAL OFFERING

Unified TCV/ Tax Rate/ Receipts/
District ADMW $1000 TCV  ADMW

Over 1000 ADMW High Wealth
Central Linn
92,261 14.09 1,418.08
Portland
67,790 13.65 1,318.53
Reedsport
67,098 1249 1,244.10
Bend No. 1
51,026 15.02 1,200.27
Average
69,544 1381 123525
Over 1003 ADMW Low Wealth
Redmond
36,175 17.92 1,246.63
Creswell
30,679 14.72 1,170.81
Hermiston
26,479 16.65 1,167.14
Fernridge No. 28J
24,959 15.09 1,062.11
Average
29573 16.10 1,161.67
Under 1000 ADMW High Wealth
Plush No. 18
482,994 5.02 2,825.84
Olex No. 11
183,968 11.64 1,830.64
McKenzie No. 68
171,386 1495 1,937.46
Harper No. 66
59,796 16.91 1,274.17
Average
227,036 1213 1,967.03
Under 1000 ADMW Low Wealth
Falls City
38,110 1413 1,380.86
Prairie City No. 4
33,538 13.54 1,165.86
Gaston 511J
27,996 2442 1,183.23
Ukiah No. 80
22,731 18.91 1,323.08
Average
30,594 17.75 1,263.20

Source: Data provided by the Oregon
State Department of Education




STATE SUPPORT
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The state provides funds to local
school districts through the Basic
School Support Fund {BSSF), categori-
cal grants and the Common School
Fund. The BSSF is by far the largest
source of state support. Additional
funds are provided to school districts
‘or special education programs for the
physically, emotionally and mentally
handicapped, for migrant children and
for socially disadvantaged children.

The smallest and least consequential
source of state support is the Common
School Fund or Irreducible School
Fund. This fund is authorized by Article
VIN, Sec. 2, of the State Constitution
to provide for the distribution of in-
comie arising from the sale of lands given
to the state by the federal government.
In 1973-74 $2.8 million was distributed
from the Common School Fund. Since
these funds are offsets to the BSSF
receipts they have no practical conse-
quence to local school districts.

Basic School Support Fund

Nearly 94 percent of state support
comes from the Basic Schonl Supgort
Fund. This amounted to $143,667,742
in 1973-74, or about 28 percent of total
school operating expenditures that year.
Table 3-3 shows the growth in the BSSF
since 1967 and its relationship to total
current operating expenditures for all
schools.

table 3-3

GROWTH OF THE BASIC SCHOOL
SUPPORT FUND IN OREGON
SINCE 1967

{in thousands)

School BSSF Current BSSF
Year Expendi- asa
tures % of

Current

Expendi-

tures

1967-68 $ 77,786 $286.729 27.1%
1968-69 77,431 325,536 23.8
1969-70 88,928 363,363 245
1971-72 99,428 433,926 229
1972-73 104.063 467,815 22.2
1973-74 143,668 513,380 28.0"
*estimated figures
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The operation of the BSSF is com-
plex, but basically it is what is known in
school finance as a foundation program.®
In such a program, the state guaran-
tees each school district the ability to
raise, at a state-established tax rate, a
foundation amount {a minimum dollar
level per pupil}). The amount raised by
each district at the designated tax rate is
supplemented by state aid to the extent
necessary to raise district revenues to
the guaranteed foundation level.

In Oregon, the foundation fevel is
referred to as the basic program level.
The state, by statute, establishes a basic
program level of expenditures that is
supposed to provide each child with an
adequate basic education. However,
instead of determining this minimum
expenditure level by an analysis of
program needs, the statutes require that
the basic program be computed by a
formula based on the relationship of
current educational costs to 195556
costs. The formula begins with an iritial
base of $230 established by the legisla-
ture in 1957.% This figure is increased
by the proportion of average current
costs to the average costs in 1955-56. In
1973-74 this computation produced a
basic program level of $682.23 per
pupil, well below the statewide average
expenditure of $1,058.7

The dollar amount of the BSSF is
determined by the state legislature. This
means it must ccmpete politically with
all other demands for funds and tax
monies. The BSSF is divided into five
accounts. Two of these, the flat grant
and equalization funds, are collectively
considered the Foundation Account.
Funds in these two accounts are used to
guarantee that every district will receive
sufficient revenue to provide at least the
basic program level.

From appropriated BSSF funds, the
state reimbursement for transportation
costs is first subtracted. In 1973 this
was $9.5 million. Then, according to
statute, 20 percent of what remains is
reserved for equalization, and most of
the rest is distributed in flat grants, with
a small amount used to adjust for
enrollment growth or decline. In
1973-74 the flat grant amount was
$206.31 per pupil. Table 3-4 depicts the




allocation of the BSSF in 1973-74.

The method for apportioning these
segments of the BSSF is specified by
law. A review of these various methods
demonstrates the awesome complexities
of the Oregon system.®

tabie 34
THE BASIC SCHOOL
SUPPORT FUND 1973-74

Millions Percent
of Dollars  of Total
A. Transportation
Grants 9.5 6.6
B. Equalization
Account 26.8 18.7
{20% times A-B)
C. Fiat Grants,
Growth and
Declining
Enrollment
Accounts
Flat Grants 105.2 73.4
Growth 1.5 1.0
Decline 0.5 0.3
Total 143.6 100%

Transportation

Transportation grants are made to
local school districts providing trans-
portation services in accordance with
the regulations and standards estab-
lished by the State Board of Education.
Grants are reimbursement for a portion
of the expenses irncurred for home-to-
school transportation of pupils and any
board and room provided in lieu of
transportation.

The amount set aside for transporta-
tion in the BSSF is 60 percent of the
appioved statewide transportation costs
two vyears previously. For example,
transportation reimbursements in
1973-74 amounted to 60 percent of
approved statewide costs tor 1971-72.
The reimbursement each district re-
ceives is based on the ratio of its
approved costs to statewide transporta-
tion costs for the previous year. Thus,
the state’s 1973-74 BSSF apoortion-
ment for transportation is 60 percent of
1971-72 statewide costs, and each dis-
trict’s reimbursement is based on the
@' of its 1972-73 costs to statewide

E MC in 1972-73.
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Flat Grants, Envoliment,
Growth and Decline

Flat grants are computed using each
school district’s weighted average daily
membership (ADMW). This measure is
intended to reflect the higher per pupil
costs of high school services. Un-
weighted average daily membership
reflects the average number of children
attending school during a given period.
To compensate for the relatively high
cost of secondary education, the law
provides that the ADM in grades 9-12
shall be increased by 30 percent. In
other words, the ADMW of a district
equals the ADM of grades K-8 plus 1.3
times the ADM of grades 9-12.°

Flat grants are based on the ADMW
of the previous year, with adjustments
for enroliment growth and decline. Each
district receives flat grant and equaliza-
tion money (if eligible), based on the
previous year’s weighted enrollment. in
addition, each district receives flat
grants to compensate for enroliment
growth or decline. Growth and decline
are computed by comparing each dis-
trict’s ADMW for the quarter of the
apportionment year ending December
31 with the previous vyear’s final
ADMW. A district with an enroliment
growth receives additional flat grant
money to cover total ADMW growth. A
district with an enrollment decline re-
ceives flat grant money for 75 percent
of the decline.

The size of the flat grant depends on
the amount of money available for flat
grants and the total statewide ADMW
after adjustment for enrollment
growth and decline. In 1973-74,
$107,283,075.85 was available for flat
grant distribution. Total ADMW eligible
for flat grants was determined by adding
the total ADMW for the previous year
to the growth and decline totals for the
current year.

ADMW previous year 508,372.0
Growth in ADMW 7.434.5
Decline in ADMW (75%) 4,193.4
Total 519,999.9

The amount available for flat grants,
divided by total adjusted ADMW, yields
a flat grant amount §6206.31 per
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ADMW.'® The apportionment of the
entire account was:
Flat Grants: 508,372.0 x $206.31 =
$104,882,225.82
7,434.5 x $206.31 =
$1,533,811.56
4,193.4 x $206.31 =
$865,139.42

Growth:

Decline:

$107,281,176.80

The apportionment of funds for
declining enroliment begs for illustra-
tion, since it gives a particular advantage
to districts which are losing students.!!
If a district had 3,000 ADMW on June
30, 1973 and 2,000 ADMW on Decem-
ber 30, 1973, it would receive in
1973-74 flat grants for 3,000 ADMW
plus declining enrollment grants for an
additional 750 ADMW (75 percent of
1,000). The district would receive
1973-74 flat grants for 3,750 students,
rather than the 2,000 actually enrolled.
If the same district’s enrollment
remained at 2,000 ADMW the next
year, it would receive a flat grant
allocation for 2,000 ADMW, a loss of
1,750 ADMW from the year before.

In other words, a district would
receive considerably more state money
if its enrollment declined than if it
remained constant. But, it would face a
large reduction in state funds the next
year if enrollment leveled off and did
not decline further. Declining enroll-
ment grants enlarge a district’s state
allocation one year but deflate it the
next year.

Equakization

As mentioned before, equalization
aid s given to school districts which
cannot support the approved basic pro-
gram at a designated local tax rate. The
law provides that 20 percent of the
BSSF remaining after the apportion-
ment for transportation shall be used
for equalization. This amount in
1973-74 was only $26.8 million, or 2.5
percent of total school revenues. In
order to ensure that this small amount
raises every district to the foundation
fevel of $682.23, the state computes a
tax rate which, if applied (it is not),
would allow all districts to reach the
$682.23 foundation level with the
assistance of flat grants and the available
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amount of state equalization aid. Dis-
tricts which can raise the difference
between the foundation amount and the
flat grant ($475.82 in 1973-74) at the
computed tax rate (10.76 in 1973-74)
receive no state equalization. Districts
which would raise less than the neces-
sary amount at the computed tax rate
{in 1973-74 this included all districts
with less than $44,230 property value
per student) receive the amount needed
to reach $475.92. Equalized tax receipts
of $475.92 added to the flat grant
equals the foundation level of $682.23.
Although the amount of equalization
money is small, 174 Oregon school
districts (51.3 percent) received state
equalization funds in 1973.74.

It is important to note, however, that
the state equalization program neither
ensures that a!l districts raise the basic
program amount nor that all districts
tax themselves at the designated
required rate. Property-poor districts
which tax themselves at less than the
suggested rate will not raise the basic
program amount even with state equali-
zation aid. At the same time, wealthy
districts may raise considerabiy more
than the basic program amount at tax
rates well below the suggested rate.

The actual amount of equalization
aid a district receives is computed
according to the following formula:
Basic program x ADMW
—minus—

State flat grants

—minus—

Federal forest fees and common school
fund receipts

-Mminus—

State-computed tax rate times district
true cash value

—equals—

State equalization aid to the district.

According to this formula, state flat
grants and the local contribution at the
computed tax rate are subtracted from
the basic program amount. If flat grants
and the local contribution are insuffi-
cient to raise the basic level, the district
will receive equalization aid.
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LOCAL RECEIPTS

AND LOCAL
PROPERTY TAXES

School District Taxes

About one-half of the school costs
are financed with receipts from local
property taxes. in 1973-74, Oregon
school districts raised approximately
$340 million, or 51 percent of the total
amount spent for support of schools.! ?
The amount of property taxes a particu-
lar schoo! district may generate without
voter approval, however, is limited by
the Oregon Constitution. Article Xi,
Section 11 of the Constitution provides
that no taxing unit, including schoo!
districts, may levy a property tax which
would raise revenues exceeding its tax
"base’’ by more than six percent. In
other words, the amount that can be
raised by a school district for any
particular year without a budget elec-
tion is the amount generated in any one
of the last three years in which a tax
was levied, plus six percent. This reve-
nue ceiling is referred to as the six
percent limitation.

The tax base of a school district may
be exceeded in two ways: {1) by means
of an election where voters approve a
dollar amount in excess of the tax base
for one year only; and {2) by means of
an election where voters approve a new
and still higher base.

The effect of the six percent limita-
tion on revenue growth can best be
understood by considering the manner
in which a typical school district budget
is constructed. Table 3-5 depicts the
Eugene Public School District’s budget
for the past five years, showing the
amount raised within the six percent
limit, and the amount raised beyond the
limitation.

The revenue base for tax purposes in
1970-71 in Eugene was $1,282,733, so
the school district could raise for
1971-72 that amount plus six percent
{$1,359,697) without a vote of the
people. This amount was considerably
less than the $16,903,969 needed after
the district’s nonproperty tax receipts
were subtracted from the district’s total
budget of $22,196,347. It was neces-
sary, therefore, to ask the voters to ap-
prove an additional levy of $15,544,272
to raise funds beyond the six percent
revenue limitation. That approval did
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table 3-5

EUGENE PUBLIC SCHOOL DISTRICT REVENUES, 1970-71 THROUGH 1974-75

Year Allowable Property Property
Revenue Tax Revenues Tax Revenues

Base Available Generated

Within 6% Beyond 6%

Limitation Limitation

197071 $1,282,733 $1,210,125 + 72,608 $15,432,586
1971-72 1,359,697 1,282,733 + 76,964 15,544,272
1972.73 1,441,279 1,359,697 + 81,582 16,469,615
197374 1,527,756 1,441,279 + 86,477 16,096,761
1974.75 1619421 1,527,756 + 91,665 19,329,667

Total Total

Local Budgeted
Property Tax School
Revenues Expenditures
{State + Local)

Funds

$16,714,219 $21,276,192
16,903,969 22,196,347
17,910,894 23,624,542
16,624,517 25,720,430
20,949,008 30,302,874

Source: Eugene Public School District

not, however, increase the district’s tax
base, it simply authorized the increased
tax levy for one year.

Since its revenue base is so small in
comparison to its total dollar needs, the
district must seek voter approval to raise
tax revenues outside the six percent
limitation every year. The amount for
which the district seeks voter approval
bears no relationship to the increase in
the district’s budget. It is simply the
difference between the total tax reve-
nues needed and the legally allowed
revenue base. Because the revenue base
grows at six percent a year, regardless of
budget requirements, enroliment fluctu-
ations or inflation, it becomes in-
creasingly inadequate every year.

The tax revenue base in Eugene is so
small that the current limitation per-
forms no useful purpose. Should the
voters fail to approve a tax rate to raise
funds outside the six percent limitation
schools would probably close. At least,
they would not be able to operate for a
full year. This leaves the voters at the
mercy of school budget makers, since
they must either accept what is offered
to them or have no schools. Many
educators in Oregon admit that this
impossible choice has worked to the
advantage of those who would like to
see more money spent on schools.

One other feature of the six percent
limitation is that the annual increase in
revenues that can be raised without a
vote is based upon the dollar amount of
the previous tax base. Thus if there is a

Q ntial increase in the value of
EMC rty in a school district due either

to new construction or inflation, the
school district will not receive any more
than if the property values fell. Large
increases in property values lead only to
lower tax rates.

The six percent limitation applies
only to a school district’s operating
revenues and not to funds for capital
outlay or interest on bonds which have
previously been approved by the voters.
It is also possible for a school district to
ask voters to approve serial levies for
"the purpose of financing the cost of
any service, project, property or equip-
ment, which a subdivision has lawful
power to perform, construct or acquire,
and of repairs and improvement thereto,
and of maintenance and replacement
thereof.”! > Such serial levies are not
subject to the six percent revenue
limitation. Only a few districts have
attempted to use such levies, however,
for the operation of their schools.

intermediiate Education
Districts

A second major source of local pro-
perty tax support for schools is the
intermediate education district equaliza-
tion levy. In 1973-74 $110 million were
distributed by IEDs to schoo! districts
in the state.'® An IED is an agency that
does not operate public schools but
provides special services for school dis-
tricts within its boundaries. Its bourid-
anes enclose the districts it serves and
more or less follow county boundaries.
There are 29 IEDs in the state. Two
counties {Linn and Benton) are in &
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single |ED, and six counties that have
county school districts (Hood River,
Klamath, Lincoln, Josephine, Crook and
Marrow) do not have IEDs.

The IED operates much like a_ com-
mon school district; it has a board of
seven members and prepares an annual
budget. The 1ED budget consists of two
parts: its own operating budget and IED
equalization funds. The total amount for
these two purposes (plus an_ amount
which can be set aside for distressed dis-
tricts) is subject to the six percent limita-
tion which can only be exceeded with the
approval of the voters within the |ED.
IED operations have first access to the
total revenues raised, with the balance
available for equalization. So even within
the six percent limitation, there is no
control over |ED operating expenses
except the discretion of the IED board.
This has caused much voter concern and
has made it increasingly difficult for
IEDs to pass budgets outside the six
percent limitation.

The iED equalization levy, like the
equalization account of the Basic
School Support Fund, is intended to
help less wealthy districts support their
education programs. Prior to March of
each vyear, every 1ED estimates an
amount equal to 50 percent of the total
estimated operating revenues in all
school . istricts. within its boundaries.
To this amount the IED adds its own
operating budget. if the total amount
exceeds the six percent revenue limita-
tion, that portion above the limitation
must be approved by voters as a sepa-
rate |ED equalization levy.




From the total revenues raised, |ED
operating funds are taken off the top
and the balance is distributed as equali-
zation aid to individual school districts
on a per student basis. The amount each
school district receives is then entered
into a computation by the county asses-
sor, and local district tax rates are
adjusted. The greater the IED levy, the
lower the net school tax rate for loca!
districts.

In four I1EDs {Grant, Harney,
Wheeler and Waliowa) a different pro-
cedure is followed.! In this case, the
IED raises revenues to cover both IED
operating expenses and the total
operating budgets of the component
school districts. After deducting ED
operating expenses, all remaining reve-
nue is distributed among the school
districts according to the ratio of each
approved district school levy to all other
school levies.

The effect of the IED levy is to
redistribute some property tax revenues
from areas with above-average property
values per pupil to areas with below-
average property values per pupil. Con-
sequently, some school districts are con-
tributing districts, and others are
receiving districts, In this way some
equalization of the fiscal ability of
school districts within each IED is
achieved.

The |ED equalization levy fails, how-
ever, to achieve the state goz! of equal-
ization in at least three ways. First, only
a small portion of the funds raised by
each 1ED is redistributed from
property-rich districts to property-poor
districts. In 1973-74 a total of S110
million was raised for |ED equalization
in IEDs, but only S11.5 million was
redistributed from wealthy to poor dis-
tricts. Second, even though wealth
varies substantially between IEDs, the
system does not permit redistribution of
revenues among [EDs. Consequently,
under the present state formula, a num-
ber of districts that receive state equali-
zation aid are contributing districts
under the IED equalization formula.
The opposite also holds true. Third, the
amount of equalization that can be
@ mplished within an IED depends on

E lC amount of revenue available for

equalization. Because of differences in
total tax bases and voter acceptance, the
IED equalization can be important in
some {EDs and trivial in others.

County School Fund

Each county is required to establish a
county school fund and levy from this
fund an amount equal to the lesser of
two amounts: (a) the minimum amount
it was required to levy for schools in the
1965-66 tax year; or (b) S10 per capita
for all children within the county be-
tween the ages of 4 and 20 years (as
shown by the preceding census).

There is no limit on the amount
which can be distributed by the county
school fund, except that the overall
county levy (of which the county
school fund is a part) is subject to the
six percent limitation. Some counties
provide nontax revenues from federal
timber lands to school districts in excess
of the amount required by law. Others
use county school fund receipts to pay
the expenses of county residents who
attend special schools for the deaf and
blind in other counties. Most of the
county school money is distributed on
an ADMW basis to school districts in the
county.

24,

THE INEQUITY
OF OREGON'S
FOUNDATION

PROGRAM




The Oregon State Constitution
requires “the legislative assembly shall
provide by law for the establishment of
a uniform, and general system of com-
mon schools.” Oregon statutes also
specify that the BSSF “shall be distri-
buted to equalize educational oppor-
tunities and conserve and improve the
standards of public elementary and
secondary education.”'® It is now
appropriate to inquire whether these
goals are realized under the present
Oregon school financing system.

The effect of the BSSF on equaliza-
tion is illustrated by the three types of
districts as shown in figure 3-1. District
A receives equalization funds, District B
does not raise the basic level at the
state-computed rate of $10.76 but does
raise at least that much with the addi-
tion of the state flat grant; and District
C generates funds at or above the
minimum program level with local tax
effort at the state-computed rate.

Two najor problems with the pre-
sent system in Oregon are demonstrated
by these basic models: the foundation
program itself, and the effect of the flat
grants. In 1973-74, 174 of the state’s
339 school districts received equaliza-
tion funds, but almost all districts spent
above the basic program level. (As we
stated earlier the average expenditure
was $1,0568.)

The decision by most districts to
spend above the basic program level
unveils a fundamental shortcoming of
the foundation program: it does not
ensure that all districts will have the
same offering if they make the same tax
effort. Offerings are not even uniform at
the state-computed tax rate. The
foundation program only assures that
poorer districts will have the same num-
ber of dollars to spend at the state-
determined rate; at that same rate,
wealthy districts can still raise more
than the foundation level. Above that
level, what 1s produced by a given tax
effort depends entirely on a district’s
property wealth — rich districts can
always generate more revenue at every
tax increment,

If we refer back to the three types of
“@ s in figure 3-1 we can see what

EMC"S above the basic program level.
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figure 3-1
DISTRICT RECEIPTS AT THE $10.76 STATE-COMPUTED TAX EFFORT
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figure 3-2

DISTRICT RECEIPTS AT $15.76 SCHOOL TAX RATE

AND $10.76 STATE-COMPUTED TAX EFFORT
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Assume that each district increases its

tax effort over the state-computed rate
by S5 per $1,000 TCV. The result is
shown in figure 3-2. For the same
increase in tax effort, property-rich dis-
trict C raises three times as much
revenue as property-poor district A.

In a foundation program like Ore-
gon’s, effective equalization depends on
the relationship between the foundation
level and actual expenditures.

The more a district spends above the
basic program level, the more closely its
revenue relates to its property wealth.
Whether the $682.23 that was Oregon’s
foundation level in 1973-74 s sufficient
for adequate education 15 not the issue
here. The point 1s that since most
school districts i1n the state spend
substantially above that level, rela-
tively wealthy districts can provide
more education for less effort than can
neighboring districts with less property
wealth per pupil.

The failure of the foundation pro-
gram to equalize school revenue is
compounded by the distribution of
state aid, through flat grants. A com-
plete analysis of the flat grant system
would require consideration of the gen-
eral impact of income taxes which
generate the state aid. Some districts
may receive more than they contribute,
However, any equalization that results
from this reshuffling of tax dollars
would he insignificant, since the flat
grant constitutes only 19 percent of the
average school district’s total expendi-
tures.

Essentially the flat grants are non-
equalizing. The flat grant does help poor
districts reach the minimum program
level at the required 1ax rate, but it does
not equalize tax effort, since it is
distributed without regard to district
wealth. And in some cases (as we will
show later) flat grants actually contri-
bute to the wealth advantsge of rich
districts.

The nonequalizing effect of flat
grants can be shown by comparing two
districts of differing wealth which are
both unable to raise the basic program
Ievel at che state-computed rate of

l: lCO .76. District D raises $215 per pupil

d District E $430 per pupil, yet both
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receive the same flat grant of S$206.
District D then receives $261 in equali-
zation funds (682—421) and District E
receives $46 in equalization funds
{682-636). This situation is shown in
figure 3-3. If we reorient the diagram as
in figure 3-4, we can see that the only
equalization which occurs is provided
by the equalization funds. The flat grant
merely raises districts’ expenditure
levels toward the state guarantee; it is
neutral in regard to wealth and thus
nonequalizing.

Viewing flat grants in this manner
strikingly demonstrates how little actual
equalization occurs under the present
Oregon system. Because every district
receives the flat grant amount of
$206.31, the equalization provision
applies only up to $475.92
(682.23-206.31), which is only 45 per-
cent of the average district’s expendi-
tures. The foundation level to which the
state guarantees is S$682.23, but the
level above which wealth advantages
may be used is $475.92. In other words,
any district which can raise more than
$475.92 at the tax rate of $10.76 has a
definite advantage over districts which
cannot.

This occurs because the effect of the
flat grant is different for districts raising
more than $475.92 at the state-
computed rate. Instead of helping a
wealthy district reach the minimum
program level, the flat grant actually
contributes to the wealth advantage of
the district. Figure 3-1 shows how this
happens. District A raises $323 per
pupil at the state-computed tax rate of
$10.76 per $1,000 TCV, receives the
flat grant ($206.31) and receives equali-
2ation aid to bring it up to the founda-
tion level of $682.23. District B raises
$646 per pupil, receives the flat grant,
but receives no equalization aid because
the flat grant puts it over the founda-
tion level. District C raises S9€9, which
is above the basic program level, yet it
also receives the flat grant.

At the same tax rate, the three
districts in figure 3-1 do not spend the
same amount for each student in school.
Furthermore, the amount available
above the foundation level in districts B
and C is partly due to the flat grants. On
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the other hand, flat grants do not really
help distict A, since it 1s guaranteed
$682.23 under the foundation program
with or without flat grants. |f there
weie no flat grant, distict A would
simply get moie equahization aid. The
flat grant affects neither distiict A's
offening nor its local tax tate.

The situation is different for districts
B and C. The flat grant permits district
B to spemd $852 per pupil, (or $170
above the foundation level) and district
C to spend $1,175 per pupil. In district
C, the full amount of the flat grant is
above the foundation level. In other
words, flat grants do not help districts
that are eligible for equalization funds,
but they do help distiicts which do not
need equalization. Flat grants permit a
district like district C to either increase
expenditures or reduce local taxes. In
the cases of districts B and C, flat grants
have clearly anti-equalizing effects, since
they help wealthy districts exploit their
wealth advantage.

The effects of flat grants can be
illustrated if we assume that different
districts vary in per pupil property
wealth and that the richest districts raise
more than the basic program level at the
local required rate. Both these assump-
tions are clearly for Oregon. Figure 3-5
illustrates what happens under these
conditions.

Assuming a local tax effort of
$10.76, the flat grant of $206.31 re-
duces the number of districts recieving
equalization funds from those with less
than $63,404 TCV per pupil to those
with less than $44,230 TCV per pupii.
In other words, every district with more
than 544,230 TCV per pupil can spend
above the foundation level because of
the flat grant. Districts with more than
$63,404 TCV can spend $206.31 per
pupil more than they can raise with a
$10.76 local tax effort. As the state-
computed tax effort increases, the num-
ber of districts which receive equaliza-
tion decreases, and the number of dis-
tricts which can exploit their wealth
advantage increases.

When we consider school districts’
ability to tax themselves above the

QO mputed rate, we get an idea of

EKC[aI effect of Oregon’s curtent

figure 3.5
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school finance system. Again we assume
the range of district wealth in figure 3-5.
We also assume that all districts tax
themselves at a rate S5 above the
state-computed rate. The result is shown
in figure 3-6. The solid line shows how
much districts of different property
wealth have to spend at the state-
computed tax rate of $10.76. The
dashed line shows what they can spend
at a $15.76 rate. When districts are free
to tax themselves above the required
rate the advantage of local property
wealth applies even at the lowest levels
of district wealth. At any given tax rate
above the state-computed rate, a district
which has more property wealth than
another district can spend more per
pupil than the poorer district.

CONCLUSION

v

The Oregon system of state school
support does not offset the fiscal in-
equities resulting from refiance on local
property taxes. The quality of a child’s
education is still determined in large
part by the wealth of the school district
in which he or she lives. In fact, the
Oregon foundation program, by distri-
buting most state money as flat grants,
increases these inequities for some dis-
tricts. Thus it is a form of state-created
wealth discrimination.

The state now contributes less than
one-third of the costs of public school
education~leaving the major burden of
school support on the local property
owner. Because the foundation level
which the state guarantees is well below
the average district expenditure, the size
of most school district budgets depends
on property wealth in the district. The
level _at which the state actualiy
equalizes school tax effort is even lower
than the foundation level, since most
state aid is in the form of flat grants,
which are not related to local wealth.
These grants contribute to each dis-
trict’s task of providing education, but
they do not contribute substantially to
equalization. In some cases, as we have
shown, flat grants actually add to the
wealth advantage of wealthy districts.

Under the present system, the state
says it will guarantee districts expendi-
tures up to the minimum program level,
but that no district will receive less thanr
the fiat grant amount. The flat grant
thus becomes a minimum promise that
is really only useful to wealthy districts.
It means little to poor districts, since
they are guaranteed the basic program
level anyway. For wealthy districts, it
lessens their already lighter tax burden.

What equalization does exist is mini-
mal. Only 20 percent of the BSSF (after
transportation grants) is available for
equalization. The amount of equaliza-
tion that occurs through 1ED tevies is
also small. Neither eliminates the great
variation in local school districts’ abil-
ities to support schools.

As we have shown, the state’s goal of
equal educational opportunity is not
met under the current school finance
system in Oregon. Despite several at-
tempts to change the system, it has

¢
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maintained its basic character since
1946.'7 It is time for reform, and that
reform will have to come through a
change in the formula rather than a
mere increase in state support.

As long as the flat grant system is
intact, the state cannot achieve equaliza-
tion of ability unless massive amouiits
of state monies are added to school
support. Flat grants cannot approach
full equalization until the amount of the
grant nears 100 percent of the expendi-
ture level for higherspending districts.
Given the political and fiscal constraints
in Oregon, this is not likely to happen.
Simply increasing the amount of state
support by a few percentage points
while keeping the flat grant formula will
not solve the equity problem. The only
way to provide equal educational oppor-
tunity iS to remove the effects of
wealth. And the only way to do that is
by putting most of whatever state sup-
port exists into equalization of tax
effort.

O
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This chapter presents four alternative
schonl finance plans for Oregon and
discusses several alternatives for insuring
that school districts which do not parti-
cipate in the state's equalization pro-
gram also contribute their share to the
support of education throughout the
state. We can endorse any one of the
first three plans presented. The final
plan, the available wealth equalization
plan, is included to explore the effects
of a ““municipal overburden® correction
on urban areas which have special
school finance problems. However, be-
cause the plan would not be fiscally
neutral and would have a number of
adverse effects on other units of local
government, we cannot endorse it as an
equitable alternative.

To develop the schoc! finance plans
described in this chapter, the research
staff investigated various methods which
would eliminate the effects of local
wealth on a child’s education and also
meet the other criteria discussed in
chapter 2. There are three basic ways of
accomplishing these objectives.

The most radical solution is to
abolish public schools and provide each
child with an educational voucher.! The
family rather than the state or local
school district would then become the
major decision maker in planning a
child’s education. Another possible solu-
tion is for the state to assume all or
most of the financial burden for
schools.> Both of these approaches
would require substantial increases in
state support for schools. Since that is
unlikely in Oregon, and since the voters
rejected the full state assumption pro-
posal of Governor McCall and the 1973
legislature, these two approaches were
ruled out.

The third way to eliminate the
effects of local wealth is to equalize the
fiscal ability of school districts to sup-
port education.® Choosing an educa-
tional program still would be the pre-
rogative of the school board and voters
of each local school district. Equalizing
the fiscal ability of school districts,
however, would insure that local choices
reflect differences of educational taste
rather than the advantages of wealth.

Theamost direct way to equalize the
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fiscal ability of schoo! districts is to
redraw district boundaries so that
wealth (measured by whatevar measure
1s selected) is equally distributed among
the reconstituted school districts.® A
great dea! of consolidation and unifica-
tion of school districts has taken place
in Oregon since the early part of the
century. The number of districts has
declined from a high of 25656 in 1919 to
339 today. Further unification coutd
also greatly reduce the wealth variation
among districts, particularly since the
greatest disparity exists between very
small elementary districts.

Nevertheless, it is probably unrealis-
tic from a political standpoint to create
school districts of equal wealth per
child. In order to do this, districts
would have to be quite large. Large
districts bring many groups with dif-
ferent educational preferences together,
which creates conflict and reduces local
choice. Furthermore, district boundaries
would have to be changed frequently, as
the property wealth of districts changed
relative to one another.

The alternative to redistricting is to
distribute state resources in such a way
that districts are able to provide equiva-
lent amounts of resources per pupil if
they exert the same tax effort. The
plans developed by the staff of the
Oregon School Finance Project which
are described here are designed to
accomplish this purpose.

One problem in developing plans to
equalize the fiscal ability of school
districts is choosing appropriate mea-
sures of district wealth and tax effort to
use in determining the distribution of
state equalization aid. The indicators
most often chosen are property values
per pupil and property tax rates.® Alter-
native measures are personal income per
pupil and the proportion of income paid
in school taxes. For a number of
reasons, property values and proper*y
tax rates were selected as the appropri-
ate measures in Oregon.

First, about two-thirds of the costs
of public primary and elementary
schools in Oregon are currently sup-
ported by property taxes.” Further-
more, the greatest reason for the dis-
parity in property wealth among school




thstricts s the location of commercial
and andustiial property i school dis
tricts.” The only way to get at the value
of that property is through the property
tax. Second, property is assessed at 100
vercent of true cash vale in Oregon,
and  assessments are kept close to
market value by state supervised sales
ratio surveys. Third, there is increasing
evidence that the correlation between
mncome and property wealth 1s higher
than once thought.®

Finally and most important, there 1s
no way in Oregon to obtain accurate
and current income data by school
districts. The income data from the
1970 census which was disaggregated to
school distrects 1s considered highly sus-
pect by school finance experts and
fegislators alike. Furthermore, with in-
flation the census data are soon out-of
date. State income tax re.urns do not
now perrit either the identification of
schoo!l districts or household income.
These data may be available n the
future, 1in which case they should be
carefully studied as possible measures
for state-wide equalization.

Another problem with school finance
equahization formulas s n keeping the
formula current 1n the face of changes
in the costs of education and in local
fiscal ability. The effects of these two
factors are similar but for different
reasons.

Expenchtures per student are increas-
ing and they will probably continue to
do so for two reasons. general inflation,
and increases in relative productivity of
the private sector of the economy. The
first of these reasons 1s self-explanatory;
the second reason requires some explan-
ation. In the economy as a whole,
productivity (output per person, or per
man hour) continues to increase. Since
labor tends to be paid «n proportion to
s productivity, the real wages {(infla
tion aside) of the labor force in the
private sector tend to increase over
time.

In the public sector. which largely
produces services instead of products,
increases 1 productivity  are much
harder to come by. This 1s because the
hlic sector 1s labor-intensive, and the

sector have been mamly in capitat-
intensive industnes. However, the public
sector cannot leave real wages the same
{reflecing no increase in productivity)
wlule real wages are increasing in the
private sector, unless st wishes to lose
skilled labor to the private sector.

As a consequence, the public sector
tends to raise the real wages of its
employees by roughly the same percent-
age as they are raised n the private
sector. Since there has been no increase
in productivity, the net result is an
mcrease i the cost per unit of output.
In public education, this 1s reflected in
an increase in the real cost of educating
each student.

Most state school firance formulas
are designed in such a way that the total
cost to the state treasury is limited. To
do otherw.se would allow the possibility
of a raid on the state tieasury through
the independent actions of local dis-
tricts. In the case of a foundation
formula, the limitation is built in by
stipulating the amount of the founda-
ton guarantee and the required local
tax rate. For local guaranteed vyield
plans the open-ended nature of the state
commitment is foreclosed by a maxi-
mum limit on the amount per student
that will be contributed by the state. As
average expenditures per student begin
to significantly exceed the foundation
guarantee or the maximum reimburse-
ment limit, the percentage of state aid
decreases with a consequent increase in
the percentage from local sources. Since
the amount contributed by local sources
above the guarantee 1s unequalized, the
result is less equalization.

While there has been a general in-
crease n local fiscal ability {expressed as
assessed value per student) 1n the past, it
has not been as persistent a problem as
increases 1n expenditures per student,
and has not been given the same atten-
tion. However, recent rapid increases in
assessed valuation have combined with a
downturn in number of students to
create a very rapid increase in assessed
valuation per student. The result of this
is similar to the situation above, the
percentage of state money decreases and
the percentage of local money increases.

causes -increase in  expenditures per
student or increase in local fiscal ability
-15 causing the most difficulty at pre-
sent, but both are a seriou. cause of
obsolescence in state aid formulas.

States have dealt with these two
problems in 3 variety of ways in the
past. The most frequent approach is to
legislate a formula which implicitly
assumes that expenditures and fiscal
abilities will not change, and then do
nothing until the political pressure gets
so great that it is necessary to do
something. At this point, the usual
response is to increase the foundation
guarantee (in a foundation formula
plan) or the maximum guarantee (in a
local guaranteed vield plan). Alterna-
tively, the state can temporize by insti-
tuting various categorical aids. One
virtue of increasing the guarantee limit
is that all districts spending more than
the guai.. *ee {and that is usually most
of them} . ! get more money, which is
politically palatable. Categorical aids, on
the other hand, may give nothing or
only a pittance to many districts. But
they can be tailored to aid most of the
districts with the most political clout.

As another possibility, the state may,
in a foundation program, increase both
the foundation guarantee amount and
the required local effort. This will have
the effect of helping the poorest dis-
tricts most. The effect on other districts
will depend on the changes in guarantee
and tax rate. But there is no assurance
that some districts will not get less
money, so it is usually necessary to
institute save-harmless guarantees.’

Yet another possibility is to design a
formula that will change with the chang-
ing times, so that it will be unnecessary
to make changes legislatively every year
or two. The present Oregon formula
which was described in chapter 3 repre-
sents a rather sophisticated attempt to
do this. In Oregon, the foundation
guarantee 15 kept ““up to date” by
allowing it to increase as educational
expenditures rise. The amount of state
aid 1s independently determined by the
legislature each biennium. It is easy to
see that the determination of the
amount of money to be distributed
through the BSSF program is indepen-

E lC‘ases in productivity in the private It 1s difficult to tell which oflﬁw,two
X

Aruitoxt provided by Eic:




dent of the foundation guarantee so
long as the required local tax rate is not
fixed. If the amount allocated by the
legislature is high, the amount to be
distributed for equalization will also be
high. The required local tax rate will
then be set low, and the equalization aid
will be distributed to a lot of districts. If
the amount appropriated by the legisla-
ture is low, the required local tax rate
will be set high, and relatively few
districts will get equalization aid.

To say that this method of keeping
the formula up to date is sophisticated,
though, is not to say that it is equitable.
One inequity is that the present adjust-
ment formula requires that the founda-
tion guarantee be 15 percent less than
the average expenditure of unified
school districts in the state. This guaran-
tees that fewer than 50 percent of the
students in the state will live in districts
that receive equalization aid. A second
stipulation that requires 80 percent of
the BSSF (exclusive of transportation
aid) to go into flat grants is also clearly
disequalizing.'®

We will now discuss four alternative
school finance plans designed to
equalize the fiscal ability of school
districts and thus provide a more equal
educational opportunity for each child
in Oregon. In each plan, local property
wealth per pupil and local tax rates are
used as the indicators of local fiscal
ability and local tax effort.
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FOUR
SCHOOL FINANCE

EQUALIZATION
PLANS

The four plans presented in this
chapter differ in the extent to which
they empbhasize different values. The
foundation pbhase-in plan emphasizes
continuity with the present system and
a gradual equalization of district
expenditures; the local guaranteed yield
plan places more emphasis on the value
of local choice; the total tax effort
equalization plan focuses on the need to
equalize the total local tax burden in
school districts; and the available wealth
equalization plan emphasizes the ratio
of school taxes to noneducational taxes.
All four of the plans are reasonable
ways of reforming Oregon’s school
finance system, although they diverge to
varying degrees from a strict interpreta-
tion of the fiscai equity standard.

Each plan will be described in general
terms, then the impact of each plan will
be shown for a sample of 38 Oregon
school disiricts. The first table accom-
paaying each plan indicates the deci-
sions which went into the plan. {A
complete description of each decision
and the computer simulation is con-
tained in chapter 7.) The other tables
provide information on the results of
the plan. The column entries for the
tables are defined below.

DEFINITIONS OF TABLE ENTRIES

1. Present Year Adj TCV Per ADMW
The total value of taxable property in a
district divided by the number of
weighted resident pupils.

2. Weighted ADM Simulated

The number of pupils in grades K—8
plus 1.3 times the number of pupils in
grades 9-12, and an adjustment for
enrollment decline.

3. Tot Oper Tax Rate Sim

The school tax rate used in the simula-
tion. It is the combined local tax rate
needed to maintain 1973-74 total non-
federal receipts under the proposed plan.
4. Oper Tax Rate Dif .
The difference between the simulated
rate and the actual 1973-74 operating
rate.

5. Total State Rcpt Sim Per ADMW

The sum of state receipts from equaliza-
tion aid, special grants, transportatior:,
cost of living adjustment, less any reduc-
tions resulting from the 15 percent
expenditure increase limitation.




6. Tot Receipts Simulated Per ADMW
This includes all federal, state, inter-
mediate, and local receipts.

7. Found Equal Rcpts (or State LGY
Equaliz) Sim Per ADMW

The amount of equalization money pro
vided by the state to bring a district up
to the state guarantee.

8. Instr Categ Rcpt Sim Per ADMW

The amount of categorical money pro-
vided by the state on a weighted per-
student basis.

9. Transport Rcpt Sim Per ADMW

The amount of transportation money a
district receives from the state per pupi!
for reimbursement of approved costs.
10. Tot Intermed Receipts Sim Per
ADMW

The sum of regional equahization grants
and 1ED and County School Fund
receipts.

11. Totai Local Receipts Sim Per ADMW
The amount raised locally per pupil
from the local schools tax rate.

12. Total State Rcpt Diff

The change in total state receipts from
1973-74 resuiting from the plan.

13. U, UH, E {types of districts)

U = Unified; UH = Union High School;
E = Elementary.

All the data in the tables are for the
year 1973 74, the last year for which
current data is available. The impact of
the various plans can be seen best by
observing the change in the operating
tax rate. The pnntouts show the iocal
tax rate needed to maintain the level of
spendable receipts per pupil under the
current system. Therefore, if state re-
ceipts go down under the plan, the local
operating tax will go up and the change
will be positive. If state receipts go up
under the plan, the local operating tax
rate needed to maintain the same pro-
gram goes down and the operating tax
rate difference will be negative. It is also
possible to show the effects of each plan
assuming districts maintained the same
tax rate, rather than same expenditures,
or to show the effects assuming districts
adjusted both ther tax rates and expen-
ditures. Finally, by using projections of
student enrollment and district true
cash value, 1t is possible to show the
:{fnnls of each plan on every district for
E lC of the next five years.
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Foundation Phase-In Plan

The first plan 15 called the founda-
tion phase-in plan. It has been designed
to eliminate the major weaknesses of
the state’s current foundation program
but without changing the form of the
system presently in use. As we will see,
however, the steps needed to make the
foundation approach a true equalization
program change the very nature of the
foundation approach.

Before describing the remedy, let us
review the problems of the present
foundation program which need to be
corrected. In 1973-74 the state's
foundation level was S$682.23, well
below the average per-pupil expenditure
for the state of $1,058. At the
parucipation rate of $10.76, the state
guaranteed per-pupil expenditures of
$682.23. Above that level, districts were
free to tax their own property to
increase thewr educational offering. In
1973:-74, about 75 percent of state
resources were distributed in flat grants,
18.7 percentn equalization aid, and the
remaining 6.3 percent in categorical
grants.

As pointed out in chapter 3, the
major probtem with the current system
15 that 1t fails to equalize the ability of
school districts to raise money for
schools. Above the foundation level
(every distnict in the state raises more
than $682.23 per pupit}, propertv-rich
districts can turn out a better offering at
every leve! of local effort than property
poor districts. Furthermore, districts
that can raise more than $475.92 (the
foundation level $682.23 minus the flat
grant $206.31) at the participation rate
of $10.76 can exploit their wealth even
within the foundation program. In other
words, what 1s produced by a district is
related to the wealth of all districts with
greater than 344,230 of true cash value
per pupil {(which 1s less than the average
TCV per pupil in the state). This vio-
lates the prnnciple of fiscal neutrality
that the quality of a child’s education
should not be determined by district
wealth, but only the wealth of the state
as a whole.

A second problem with the current
system is that it gives more local control
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to nch districts than to poor districts.
Since property-rich districts can raise
substantially more from each tax in-
crease above $10.76, they have greater
choice of educational offerings.
Property-poor distiicts tend 1o have
more uniform educational exp: (ditures
because of the greater dif wulty of
raising funds above the mi.mal level.
Educational programs in poor districts
are more uniform also, because these
districts have less money for experimen-
tation and dwversity.'' Under the pre-
sent system, local control s a privilege
for nch distnicts and an empty slogan
for the poor.

Finally, the present system fails to
provide adequate funds to finance the
extra costs of children with special
educational needs. In 1973-74 only $8
million was allocated for categorical
programs, even though estimated excess
costs in special education alone are
$16 mithon annually.' > To provide true
equity, the extra costs of special educa-
tion, compensatory education and
occupational education programs shouid
also be included in a state school
finance program.

The foundation phase-in program is
designed to provide greater equalization
by dealing with each of these problems.
It does this by eliminating flat grants
entrely and using those funds to in-
crease the foundation level. In order to
insure that property-rich districts parti-
cipate in the equalization program at
least up to the foundation level, a tax
rate of $12 per $1,000 of true cash
value would be required of all schoo!
distnicts in the state. If a distnct raised
less than the foundation level with a
$12 local tax rate, the difference would
be made up with foundation equaliza-
ton funds. If a district raised more than
the foundation with a $12 local tax
rate, the amount above the foundation
would be returned to the state for
redistribution.

Above the foundation level, a district
would be free to use its local wealth to
improve the quality of its educational
offering. To Limit the range of school
expenditures, however, there would be a
himit on how much a district could tax
itself for schools. The permissible addi-




tional tax would be lirnited initially to
50 percent of the required local tax rate
and then would be reduced gradually .

Figure 4-1 illustrates how a founda-
tion program with this recapture pro-
vision would operate. The foundation
level is set at $845 per pupil at a
minimum tax rate of $12 per $1,000
TCV, with a maximum tax rate of $18.
At the minimum $12 local tax rate, a
district with $40,000 of true cash value
per pupil would raise $480 from local
tax and receive the difference between
the foundation level of $845 and $480,
or $365 in foundation equalization
from the state. If the same district chose
to increase its tax rate to the maximum
or $18, it would raise an additional
$240 from local sources for a total of
$1,085 per pupil. Another district with
$£100,000 of TCV per pupil would raise
$1,200 per pupil at the minimum rate
of $12. It would be required to return
to the state $355 and would receive no
state equalization money. If it chose to
increase its tax rate to the maximum of
$18, the property-rich district would
raise an additional $600 per pupil, for a
total of $1,445 per pupil.

Under this proposal property-rich
districts would still be able to spend
more than property-poor districts. To
reduce this advantage, the foundation
level should be increased as fast as state
resources permit to a level that will
provide every child in Oregon with an
adequate education. For 1973-74 this
would be at least $1,058 {which is the
average expenditure} and probably
somewhat higher. Unfortunately,
adopting that foundation level immedi-
ately would cost the state more money
than 1t has available for school support.

It may be possible to do this over a
period of time, however. In California
the court gave the legislature six years
to equalize educational expenditures.'
If some phase-in period was legally and
politically acceptable, then the advan-
tages of growing property values, in-
creased state income tax receipts, and
slowly declining school enrollment
could be used to gradually increase the
foundation level. At the same time the
537 imum  permissible  tax could be

E lc‘ced. This would gradually reduce

figure 4-1
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expenditure vanations among districts
throughout the state.

The plan proposed here is to elimi-
nate flat grants and increase the founda-
tion as rapidly as possible for the next
five years, or until it reaches a level high
enough to guarantee an adequate educa-
tion. Once that level is achieved, the
foundation level will be kept up to date
as it is currently. The required tax rate
may be either specified or calculated. It
would not make much difference, as
long as the foundation level is high
enough and there is a recapture provi-
sion up to the foundation level.

The effect of this program on 38
sample school districts in 1973-74 is
shown in tables 4-1 through 4.3. The
totals or means and statistical sum-
maries are for the state as a whole,

Under this plan, distncts would re-
ceive 100 percent of the special educa-
tion grants they received in 1973-74, as
well as compensatory education grants
scaled according to the concentration of
children from welfare families and
reimbursement for 75 percent of their
approved 1973-74 transportation costs.
The |ED equalization levy would be
eliminated. The basic deci?p@p on
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which the plan is based are summarized
in table 4-1. Table 4-2 shows the results
of the plan, and table 4-3 gives a more
detailed breakdown of distnct receipts.
The foundation phase-in plan has
several advantages when compared to
the other p'.ns in this chapter. The
most important advantage is that it
allows the state to determine exactly
the level of state expenditures. Under
the local guaranteed vyield plans the
state can only estimate total costs, since
the decisions of local districts affect the
amount required from the state. An-
other advantage is that this plan would
substantially increase the equity of the
present system without changing the
form of the current finance formula.,
The plan has some draw-backs, how-
ever. First, because of the considerable
cost of increasing the foundation leve,,
it would take some time to eliminate
the effects of local wealth on the
quality of a child’s education. Second,
both the recapture provision and the
maximum tax rate provision would
probably require changes in the state
constitution, Third, the foundation
phase-in program substitutes state
choice for local choice. In order to



recduce the advantages of local wealth, table 4-1
the state would over time equalize both FOUNDATION PHASE-IN PLAN: DECISIONS
tax effort and school expenditures. This

would reduce the diversity of educa- D100 Yfaar to be Simulated 197374
tional programs and the kind of experi- D101 Kindergarten Cost Factor 0.50
mentation that would probably be D102 Graces 1.8 Cost Factor 1.00
possible under the local guaranteed D103 Grades 9-12 Cost Factor 130
yield plans. D116  Comp Ed Cost Factor {1st 5% of ADM) 0.0
D117 Comp Ed Cost Factor {5%~10% of ADM) 0.0
D118 Comp Ed Cost Factor {Over 10% of ADM) 0.0
D120  Necessary Small School Cost Factor 0.0
D200  Flat Grant Program No
D202 Amount of Flat Grant {$/ADMW) 0.0
D210 Foundation Program Yes
D212  Amount of Foundation {S/ADMW) 845.00
D215  Fndn Reqd Local Effort ($/1000) 12.00
D220  Local Guaranteed Yield (LGY) No
D222 LGY Required Local Effort {($/1000) 0.0
D225 LGY Amt at Reqd Local Effort (S/ADMW) 0.0
D228 LGY Lower Line Rate {S/MILL/ADMW) 0.0
D231 LGY Upper Line Rate {S/MILL/ADMW) 0.0
D234 LGY Kink Point Tax Rate {$/1000) 0.0
D237 LGY Max Allowed Tax Rate ($/1000) 0.0
D238 Dist Allowed to Tax Above LGY Max Rate No
D240  Dsstrict Tax Rate Mnt Rcpt
D241  Elementary Specified Tax Rate {$/1000) 0.0
D242  High School Specified Tax Rate ($/1000) 0.0
D243  Unified Specified Tax Rate ($/1000) 0.0
D244 % of 73-74 Unrestr Rcpt to be Maintained 100.00
D245 Tax Rate Limit 18.00
D247 Amt Raised by EQ Dists (S/ADMW) 0.0
D250 Amt Raised by |IED Equalizing {S/ADMW) 0.0
D251 1ED Equalizing Tax Rate Specif
D252 1ED Eq Rate if Specified ($/$1000) 0.0
D301 Grant for Kindergarten {$/Student) 0.0
D303 Grant for Special Students (% of 73-74) 100.00
D316 Grant for Comp Ed (15t 5% of ADM) 200.00
D317 Grant for Comp Ed (5%—~10% of ADM) 400.00
D318 Grant for Comp Ed (Over 10% of ADM) 600.00
D320 Grant for Necessary Small Schools {$/Student) 0.0
D330 Transportation Present Allotment No
D331 Transportation Percent of Reimb Costs 75.00
D338 Debt Service Percent of Present Expend 0.0
D340 Basis for District Type Adjustment Present
D345 TCV Year used in Equalization Programs Previous
D350 Non-Residential TCV Locally Taxable Yes
D351 Non-Residential TCV Taxable by IED Yes
D360 State Recapture Allowed Yes
D361  Districts Held Harmless No
D362 Cost of Living Adjustment No
D363 Max % Increase in Tot Rcpts over 73-74 Not Used
D364  Use Cherry factor for Portland No
D400  Districts Prninted Sample
D401  Print Order County
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table 4-2
FOUNDATION PHASE-IN PLAN: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total State Tot Receipts

Adj TCV Simulated Rate Sim Rate Dif Rcpt Sim Simulated
Sample Districts Per ADMW Per ADMW Per ADMW
Piush No. 18-U 482994.41 8.06 13.09 8.07 -4291.27 2825.83
Olex No. 11-=U 183985.90 39.22 18.00 6.36 -1328.82 1776.04
McKenzie No. 68-U 171386.42 481.05 13.95 -1.00 -508.72 1973.45
Sherman UH No. 1 -UH 108781.04 231.40 7.20 1.97 —-220.33 1743.69
Central Linn No. 552—-U 92260.55 1085.50 16.06 1.97 —185.60 1418.07
Harper No. 66—-U 69795.57 110.50 16.28 -0.63 105.65 1274.17
Portland No. 1J=U 67790.33 70290.56 13.47 -0.18 246.87 1318.53
Reedsport No. 105-U 67098.49 1691.90 13.51 1.02 115.25 1244.10
Bend No. 1-U 51026.99 6052.00 12.87 -2.15 365.11 1200.27
Parkrose No. 3-U 50635.40 5745.77 13.43 -1.49 388.41 1160.80
Klamath Falls No. 1-E 47821.37 2125.00 7.36 -1.23 368.35 1273.79
Beaverton No. 48J-U 47375.79 21896.59 16.48 -2.46 366.29 1273.49
Corvallis No. 509J-U 45176.89 8(:98.09 18.00 -2.62 416.72 1475.35
Eugene No. 4J-U 44446.17 22260.29 16.92 -3.27 416.48 1270.36
Lake Oswego No. 7J-U 43765.06 7066.59 14.28 -2.92 308.53 1368.60
Salem No. 24J-U 43066.86 2449419 12.13 -3.79 420.14 1232.47
Hood River No. 1-U 42828.28 34656.07 165.64 -2.53 371.93 1416.46
Burns UH No. 2-UH 42114.67 653.90 7.20 0.30 348.16 1268.85
Medford No. 549-U 41992.99 10882.59 13.27 -1.99 408.71 1056.64
Oregon City No. 62-U 41538.87 6538.50 12.65 -1.53 497.69 1126.563
Pendleton No. 16R-U 41392.41 4006.92 14.96 -3.49 399.77 110348
Coos Bay No. 9-U 40373.96 6584.40 15.61 -3.61 482.20 1207.03
Springfield No. 19-U 39700.19 10889.84 16.60 -2.86 458.69 1232.33
Astoria No. 1-U 39190.44 2220.00 14.68 1.72 446.89 1438.43
Ashland No. 5-U 38423.11 32356.00 13.51 -2.92 454.19 1138.14
Falls City No. 57-U 38109.75 218.00 12.98 -1.16 673.37 1539.29
Baker No. 5J—U 37152.90 3086.30 12.94 2.17 436.96 117842
North Bend No. 13-U 36728.62 3751.30 14.79 -3.43 5356.11 1226.76
Redmond No. 2J-U 36175.75 3380.60 14.82 -3.10 501.09 1246.63
Gresham No. 4—E 35476.60 3400.00 10.48 -0.72 533.89 1283.21
Ninety-One No. 91-E 32226.50 400.00 7.63 0.85 611,96 1231.75
Creswell No. 40-U 30679.12 1092.40 13.11 -1.61 605.09 1194.17
Hermiston No. 3-U 26479.96 2790.80 17.36 0.80 582.83 1167.14
Scio No. 95C -U 25369.02 923.10 12.71 2.92 619.69 1089.65
Reedville No. 29-E 24810.24 875.00 5.88 -1.90 639.91 1107.45
South Umpqua No. 19 =U 24564.82 2554.00 12.74 4.16 616.77 1263.28
Oak Grove No. 4—-E 23904.33 200.00 8.10 -1.05 539.86 1074.52
Cascade UH No. 5~-UH 23627.67 1330.00 9.86 0.57 641.69 1255.75
ALL DISTRICTS
High 537760.75 70290.50 18.00 11.40 799.35 5028.97
90th %tile 132135.50 3400.00 17.06 4.14 616.77 1881.09
80th %tile 88677.50 1691.90 16.57 2.30 556.16 1594.83
Median 43991.03 335.00 12.74 -0.33 398.53 1268.85
20th %tile 32054.02 81.40 7.69 -2.15 -64.62 1116.11
10th %tile 27907.15 3840 6.75 -3.08 -469.30 1066.53
Low 16119.33 4.92 4.91 -9.16 -6860.00 888.55
Total or Mean 47621.84 516233.45 393.20 1270.12
Q
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tabte 4-3
FOUNDATION PHASE-IN PLAN: RECEIPTS

Found Equal Instr Categ Transport  Tot Intermed Total Local Total State
Rcpts Sim Rcpt Sim Rcpt Sim  Receipts Sim  Receipts Sim Rept Diff
Sample Districts Per ADMW Per ADMW Per ADMW Per ADMW Per ADMW
Plush No. 18-U —4378.23 0.0 83.85 137.76 6979.34 -36793.50
Olex No. 11U —1582.81 0.0 250.85 26.52 3078.34 —68442.63
McKenzie No. 68-U —-682.18 63.54 105.50 59.37 2334.22 =-374721.00
Sherman UH No. 1—-UH -341.24 9.36 108.29 13.73 1948.17 —115938.81
Central Linn No. 552—-U -276.91 24.22 63.59 35.22 1523.20 —462888.50
Harper No. 66-U 31.81 0.0 70.35 11.76 1144.99 —16553.06
Portland No. 1J-U 104.50 121.42 16.65 22.18 951.61 -1322464.00
Reedsport No. 105-U 72.99 10.10 28.67 111.11 1006.88 —-200614.94
Bend No. 1-U 309.70 12.10 30.10 31.06 769.32 752044.81
Parkrose No. 3-U 349.31 16.35 18.60 14.71 736.17 £96539.06
Ktamath Falls No. 1~E 255.02 83.58 15.09 68.24 783.53 268771.13
Beaverton No. 48J-U 327.94 10.24 24.64 8.22 890.30 2795981.00
Corvallis No. 509J—-U 340.79 39.09 33.27 14.65 1021.58 987054.19
Eugene No. 4J-U 362.09 39.52 11.12 59.79 771.70 3924564.00
Lake Oswego No. 7J-U 359.09 13.87 22.07 16.70 945.31 927967.44
Salem No. 24J-U 361.49 34.33 .42 28.75 722.23 3705828.00
Hood River No. 1-U 301.40 18.41 48.42 75.65 927.65 441768.25
Burns UH No. 2-UH 305.45 4.62 35.80 52.94 850.30 76590.56
Medford No. 549-U 367.24 18.93 18.84 24.66 602.95 1508032.00
Oregon City No. 62-U 451.76 15.72 27.09 13.00 601.08 1154504.00
Pendleton No. 16R—-U 347.23 13.08 35.71 18.25 658.51 489164.19
Coos Bay No. 9-U 400.42 43.04 35.01 23.24 666.00 1184789.00
Springfield No. 19U 399.32 32.50 23.15 59.04 676.29 2023905.00
Astoria No. 1-U 395.37 21.20 26.30 12.84 930.86 309022.88
Ashland No. 5-U 401.01 35.60 13.98 23.94 647.55 431387.75
Falls City No. 57-U 536.61 101.31 31.68 7.80 826.01 53465.29
Baker No. 5J-U 384.26 25.27 23.83 36.96 666.04 414336.13
North Bend No. 13—U 477.41 26.15 27.94 19.99 625.89 615933.75
Redmond No. 2J-U 454.23 12.99 30.63 29.58 682.83 548828.88
Gresham No. 4-E 487.05 12.78 30.84 6.47 731.68 562299.88
Ninety-One No. 91-E 559.05 2.27 47.14 17.50 571.05 71054.31
Creswell No, 40-U 513.55 56.70 31.07 55.86 479.59 208203.81
Hermiston No. 8—U 537.85 12.12 29.74 15.01 499.61 407557.50
Scio No. 95C—-U 537.44 31.40 47.68 35.33 386.30 183479.25
Reedville No. 29-E 605.07 6.21 25.42 14.06 436.17 169400.88
South Umpgua No. 19-U 555.95 27.10 30.12 114.48 424.43 439175.31
QOak Grove No. 4—E 509.01 1.09 27.00 11.04 435.12 38902.76
Cascade UH No. 5—-UH 571.07 24.82 42.43 14.0vo 545.10 237766.19
ALL DISTRICTS
High 636.48 203.97 731.71 253.66 10058.27 3924564.00
90th %tile 537.85 61.27 117.45 111.11 2270.35 495670.63
80th %tile 49291 37.56 74.20 59.04 15622.20 257867.50
Median 336.80 14.93 41.38 21.65 809.31 38902.76
20th %tile —155.91 26.88 13.00 53€.63 —24420.98
10th %tile -598.66 . 21.48 10.10 472.88 -71004.75
Low —7097.25 . 2.0 0.0 252.60 —1322464.00
Total or Mean 320.34 Ry 29.61 31.41 806.60 51341379.12
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Local Guaranteed Yield Plan

The second plan is called ihe local
guaranteed vyield plan. Under this p'an
the state guarantees that distr .ts whici
make the same school tax effort receive
the same number of dollars per pup... If
a school district does not raise the
guaranteed amount from its local school
tax, the state makes up the difference.

This plan, frequently referred to as a
district power equalizing, has the advan-
tage of providing equalization and local
control of educational decisions at the
same time.'? One disadvantage is that
the state does not kriow exactly how
much state support for schools will cost
in any year.

Under a local guaranteed yield pro-
gram, the state would establish a sched-
ule showing the leveli of school tax
effort required of school districts to be
guaranteed various levels of receipts per
pupil. The district would then select the
level of receipts it desired and the
corresponding tax rate, as indicated by
the state local guaranteed yield (LGY)
schedule. If this tax rate generates less
local revenue per student than the state
guarantee, the state would make up the
difference. It is also possible to require
that school districts which raise more
than the guaranteed amount at the
specified tax rate turn back the surplus
to the state for redistribution to poorer
districts.!S

In establishing the LGY schedule, the
state would have to consider what is an
adequate program and how much
money it has available for schoo! sup-
port. The more money available, the
more it can guarantee at 2ach tax rate.
With a recapture provision, however,
equalization can be obtained at almost
any level of state support.

There are several other choices avail-
able to the state. The state may want to
set @ mimmum expenditure level and
corresponding minimum tax rate to
insure that every child gets an adequate
education. In order to protect the state
treasury, it might also be desirable to
establish a maximum tax rate and ex-
penditure level. Districts can also be
Q""')u.aged to increase spending up to a

E let and discouraged from spending

beyond that point by the way the local
quaranteed vyield schedule is con-
structed.'® For example, the schedule
may be proportional, so that a district
which taxes itself at twice the rate of
another district is guaranteed twice the
level of expenditure. Alternatively, the
returns for greater tax effort might vary
throughout the schedule, so that low-
spending districts are encouraged to
spend more and high-spending districts
are discouraged from oveispending.

if state planners want districts to
spend roughly the same amount for
each child’s education, a kink can be
put in the schedule which will encour-
age districts to spend at or near the kink
point. The schedule proposed here has
such a kink, so that districts receive
proportionately more from a local tax
rate between $10 and $16 than from a
tax rate between $16 and $22.

To better demonstrate how the local
guaranteed yield plan would work in
Oregon, we have designed a plan for
1973-74 which equalizes the fiscal
ability of districts and requires approxi-
mately the same proportion of state aid
as the current system. The results of this
plan have been simulated for all 339
school districts in the state. Results for
38 sample school districts are presented
in tables 4-4 through 4-6.

The LGY schedule dlustrated here
requires minirnum receipis of $760 per
student.! 7 In order to participate in the
program, a school district must levy a
schoo! property tax of $10 per $1,000
of true cash value. A district may
increase 1ts revenue per ADMW by $40
for each S1 increase in its tax rate, up to
a maximum of $1,000 per ADMW or a
tax rate of $16. From that point, the
district may further increase per pupil
receipts by S$25 for each added tax
dollar up to $22 or a maximum of
$1,150 per ADMW. These receipts and
tax rate conditions are summarized in
figures 4-2a and 4-2b.

Under a ! al guaranteed yield plan
such as this, if a district taxesitself at a
rate between $10 and 322 but does not
have enough taxable property wealth to
produce the guaranrteed amount, the
state makes up the difference. Districts
can also tax themstel ‘es above the $22
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figure 4-2a
LOCAL GUARANTEED YIELD
SCHEDULE

Tax rate Receipts
($ per $1,000 TCV) Per ADMW
$10.00 $ 760
11.00 800
12.00 840
13.00 880
14.00 920
15.00 960
16.00 1,000
17.C 1,025
18.00 1,050
19.00 1,075
20.00 1,100
21.00 1,125
22.00 1,150
figure 4-2b

LOCAL GUARANTEED YIELD
SCHEDULE

Receipts
Per ADMW

$1200-}-
10001
8001

6001~

| I |
s10 16 22

Local School Property Tax Rate
(per $1,000 TCV}

maximum guarantee level but there s
no equalization above this point. There
is no recapture, so the state doues not
take any revenue from a district which
raises more revenue than is guaranteed
at a given tax rate. Figure 4-3 shows the
re'ationship between equalization and
loca! support of this plan.

At a school tax rate of $10, a district
with $40,000 of true cash value per
pupil would raise $400 from local
school tax and receive the difference
between the $760 minimum guarantee
and $400, or $360, in LGY equaliza-
tion. |f the same district chose to
increase its local taxes to $20, it would
raise $800 locally and receive $300 in



figure 4-3
PER PUPIL RECEIPTS/
LOCAL GUARANTEED YIELD PLAN
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This plan equalizes receipts up to $76,000 per ADMW at a $10 tax rate,
and up to $55,000 at a $20 tax rate.

LGY equahzation. A district with
$100,000 of TCV per pupil would raise
$1,000 at $10 and receive no state
equalization aid. Since there is no recap-
ture provision in this plan (although
there could be), this district would be
able to spend $240 more at a tax rate of
$10 than districts with a TCV per pupil
of up to $76,000 (the cut-off point for
equalization at $10). If the same district
taxed itself at $20 per $1,000 TCV, 1t
would raise $2,000 per student, well
above the $1,100 guaranteed by the state.
Under this plan wealthy districts
would still be able to spend more than
poor districts. The level to which it
would equalize expenditures is consider-
ably thigher than under the present
system, however. In 1973-74 under the
current system, districts with more than
$44,230 TCV per student could raise
more for each dollar of tax than poorer
distrnicts. Under the local guaranteed
yield plan just described, only districts
with more than $76,000 TCV per pupil
would enjoy this advantage.
@~ we are three reahistic ways of
Emc‘mg for recapture to make the $10

Aruitoxt provided by Eic:

expenditure line horizontal for all levels
of district wealth. One method is to
have statewide recapture, so that all
districts raising more than the guaran-
teed amount would return the excess to
the state. The state presumably would
redistribute the recaptured money to
poor districts. A second method is to
provide recapture at the regional level; a
proposal for doing that is outlined later
in this chapter. A third procedure {cur-
rently used in Oregon) s the inter-
mediate educatior: district equalization
levy, which was described in chapter 3.
Essentially, if the voters within the |ED
approve, an amount equal to one-half
the operating levies of ecach school
district 1s collected at the county level
and redistributed to the school districts
on a per pupil basis, This approach
raises money wheee the property 15 and
sends it wheie the children are.

To show how the local guaranteed
vield program would affect school dis-
tricts in Oregon, data for 38 sample
school districts in 1973-74 are presented
in tables 4-4 through 4-6. This plan, like
the foundation phase-in plan, is dep.
<

ime

1.

signed so the state will provide, on the
average, 32.6% of the total non-federal
receipts of local school districts. Special
education, compensatory education,
and transportation are treated the same
as in the foundation plan. Table 4-4
summarizes the decisions on which the
analysis is based. Table 4-5 shows the
results of the plan, and table 4-6 gives a
more detailed breakdown of district
receipts.

To keep the LGY schedule up to
date, the minimum guarantee and incre-
mental increases for additional tax
effort would have to be increased
annually in proportion to the increase in
educational costs. An analysis based on
that assumption allows us to show the
predicted results for each plan described
in this chapter over the next five years.

The local guaranteed yield plan has
the advantage of equalizing the fiscal
ability of school districts without dis-
vurbing the control of school boards
over educational decisions.!® District
lines need not be redrawn, nor is the
ultimate power over the quality of
education taken away from the local
school district. The plan simply equal-
izes the tax price different districts must
pay to obtain the same education pro-
gram per pupil.

The local guaranteed vyield plan has
several problems, t.owever.2? One major
problem s chcosing an appropriate
measure of district fiscal ability and
effort from which the state can calcu-
late 1ts equalization «id. In the plan
illustrated here, local property wealth
per pupil and school tax rate have been
used as the indicators of ability and
effort. Some analysts believe this dis-
criminates against urban school systems
which must support a larger number of
noneducational programs with the same
wealth base.?' The next two plans
attempt to deal with that complaint.

Another problem with the local
guaranteed vyield plan is that it may
encourage very wealthy districts to
withdraw from the public school system
or operate their public schoo! system at
a minimal level while sending most of
their children to private schools.>? This
does not seem likely in Oregon, where
there is little history of private primary




and secondary education. Nevertheless,
if a district now raises $1,500 per pupil
at a S5 tax rate and would be required,
for example, to tax itself at $S20 under
the LGY schedule to maintain the same
services, the district may decide to close
its public schools and operate a private
systern with tuitions equivalent to the
former S5 tax rate. This would save
taxpayers in the district $15 per $1,000
of TCV.

Finally, it is not entirely certain that
the LGY plan would fulfill the legal
requirement that the quality of a child’s
education not be determined by local
wealth.?® Under this plan wealthy dis-
tricts may continue to provide high
expenditure programs, even though it
costs them more to do it. If this
happened, would the system be fiscally
neutral?

What is certain is that the local
guaranteed yield approach comes close
to providing equal ability to support
programs and maintains local control
without requiring massive new amounts
of state money. These goals, at least for
the present, seem of equal priority in
Cregon.

table 44

LOCAL GUARANTEED YIELD PLAN: DECISIONS

D100
D101
D102
D103
D116
D117
D118
D120
D200
D202
D210
D212
D215
D220
D222
D225
D228
D231
D234
D237
D238
D240
D241
D242
D243
D244
D245
D247
D250
D251
D252
D301
D303
D316
D317
D318
D320
D330
D331
D338
D340
D345
D350
D351
D360
D361
D362
D363
D364
D400
D401

Year to be Simulated

Kindergarten Cost Factor

Grades 1-8 Cost Factor

Grades 9-12 Cost Factor

Comp Ed Cost Factor {15t 5% of ADM)
Comp Ed Cost Factor (5%-—10% of ADM)
Comp Ed Cost Factor (Over 10% of ADM)
Necessary Small School Cost Factor

Flat Grant Program

Amount of Flat Grant (S/ADMW)
Foundation Program

Amount of Foundation (S/ADMW)

Fndn Reqd Local Effort ($/1000)

Local Guaianteed Yield (LGY)

LGY Requued Local Effort (S/1000)
LGY Amt at Rgyd Locatl Effort (S/ADMW)
LGY Lower Line Rate (S/MILL/ADMW)
LGY Upper Line Rate (S/MILL/ADMW)
LGY Kink Po:nt Tax Rate ($/1000)

LGY Max Allowed Tax Rate (S/1000)
Dist Allowed to Tax Above LGY Max Rate
District Tax Rate

Elementary Specified Tax Rate (S$/1000)
High School Specified Tax Rate ($/1000)
Unified Specified Tax Rate ($/1000)

% of 73-74 Unrestr Rcpt to be Mainxained
Tax Rate Limit

Amt Raised by Eq Dists (S/ADMW)

Amt Raised by 1ED Equalizing (S/ADMW)
|ED Equalizing Tax Rate

1ED Eq Rate if Specified ($/S1000)
Grant for Kindergarten (S/Student)
Grant for Special Students (% of 73-74)
Grant for Comp Ed (15t 5% of ADM)
Grant for Comp Ed (5%-10% of ADM)
Grant for Comp Ed (Over 10% of ADM)
Grant for Necessary Small Schools (S/Stud)
Transportation Present Allotment
Transportation Percent of Reimb Costs
Debt Service Percent of Present Expend
Basis for District Type Adjustment

TCV Year Used in Equalization Programs
Non-Residential TCV Locally Taxable
Non-Residential TCV Taxable by IED
State Recapture Allowed

Districts Held Harmless

Cost of Living Adjustment

Max % Increase in Tot Rcpts Over 73-74
Use Cherry factor for Portland

Districts Printed

Print Order

197374
0.50
1.00
1.30
0.0
0.0
0.0
0.0

No
0.0
No
0.0
0.0
Yes
10.00
760.00
40.00
25.00
16.00
22.00
Yes
Mnt Rept
0.0
0.0
0.0
100.00
No
0.0
0.0
Specif
0.0
0.0
100.00
200.00
400.00
600.00
0.0
No
75.00
0.0
Present
Previous
Yes
Yes
No
No
No
Not Used
No
Sample
County

)




table 4.5
LOCAL GUARANTEED YIELD PLAN: RESULTS

Present Year Weighted ADM Tot Oper Tax

Adj TCV Simulated Rate Sim
Sample Districts Per ADMW
Plush No. 18-U 482994.41 8.05 4.03
Otex No. 11--U 183985.90 39.22 9.74
McKenzie No. 68-U 171386.42 481.05 9.97
Sherman UH No. 1-UH 108781.04 231.40 6.28
Centrat Linn No. 552-U 92260.55 1085.50 13.06
Harper No. 66-U 69795.57 110.50 16.74
Portland No. 1J-U 67790.33 70290.56 13.87
Reedsport No. 105-~U 67098.49 1691.90 13.95
Bend No. 1-U 51026.99 6052.00 13.00
Parkrose No. 3~U 50635.40 5745.77 13.55
Klamath Falls No. 1-E 47821.37 2125.00 7.10
Beaverton No. 48J-U 47375.79 21896.59 16.84
Corvalhis No. 509J-U 45176.89 8098.09 20.91
Eugene No.4J-U 44446.17 22260.29 16.02
Lake Oswego No. 7J--U 43765.06 7066.59 14.37
Salem No. 24J-U 43066.86 2449419 13.24
Hood River No. 1-U 42828.28 3465.07 15.74
Burns UH No. 2~UH 42114.67 653.90 8.59
Medford No. 549-U 41992.99 10882.59 12,50
Oregon City No. 62-U 41538.87 6538.50 10.76
Pendleton No. 16R~U 41392.41 4006.92 15.07
Coos Bay No. 9-U 40373.96 6584 .40 15.52
Springfield No. 19-U 39700.19 10889.84 15.51
Astoria No. 1—-U 39190.44 2220.00 14.75
Ashland No. 5-U 38423.11 3235.00 13.60
Falls City No. 57—-U 38109.75 218.00 10.98
Baker No.51~U 37152.90 3086.30 10.94
North Bend No. 13-U 36728.62 3751.30 14.52
Redmond No. 2J-U 36175.75 3380.60 14.40
Gresham No. 4-E 35476.60 3400.00 9.92
Ninety-One No. 91-E 32226.50 400.00 6.43
Creswell No. 40-U 30679.12 1092.40 12.72
Hermiston No. 8-U 26479.96 2790.80 16.07
Scio No. 95C—-U 25369.02 923.10 10.7
Reedville No. 29-E 24810.24 875.00 5.16
South Umpqua No. 19-U 24564.82 2554.00 10.74
Oak Grove No.4-E 23904.33 200.00 7.27
Cascade UH No. 5—-UH 23627.67 1330.00 8.67
ALL DISTRICTS .
High 537760.75 70290.50 25.70
90th %tile 132135.50 3400.00 16.50
80th %tile 88677.50 1691.90 14.37
Median 43991.03 335.00 10.30
20th %tile 32054.02 81.40 6.54
10th %tile 27907.15 38.40 5.39
Low 16119.33 4.92 3.16
Total or Mean 47621.84 516233.45

Oper Tax
Rate Dif

-0.99
-1.90
-4.98

1.05
-1.03
-0.17

0.22

1.46
-2.02
-1.37
-1.49
=2.10

0.29
=3.17
-2.83
-3.68
-2.43

1.69
-2.76
-3.42
-3.38
-3.70
-2.95

1.79
-2.83
-3.15

0.17
-3.70
-3.52
-1.28
-0.35
-2.00
-0.49

0.92
-2.62

2.16
-1.88
-0.62

1292
1.89
0.88

-1.09

--2.61

-3.38

-9.14

Total State
Rcpt Sim
Per ADMW
86.96
253.99
173.46
120.91
91.32
73.83
220.18
85.50
348.27
382.74
355.66
349.03
341.12
411.69
394.34
415.35
367.36
292.16
402.47
477.42
395.38
485.47
462.22
444.23
450.64
639.14
424 .07
544.90
516.11
566.72
572.78
593.73
617.13
581.01
602.28
571.96
592.21
692.76

892.29
596.89
548.81
404.28
122.95

80.19

24.61
392.96

Tot Receipts
Simulated
Per ADMW
2825.84
1839.64
1973.46
1833.63
1418.07
1274.17
1318.53
124411
1200.27
1160.80
1250.04
1273.49
15631.29
1270.36
1368.60
1232.47
1416.46
1359.73
10177.98
1026.58
1103.48
1207.03
1232.33
1438.43
1138.14
1428.84
1091.22
1226.76
1246.63
1283.21
1128.13
1170.81
1167.14
1000.31
1029.89
1159.33
1082.86
1255.74

5145.88
1973.46
1639.86
1243.72
1077.79
1013.96

815.40
1248.82

Q




table 4-6
LOCAL GUARANTEED YIELD PLAN: RECEIPTS

State LGY Insty Categ Transport  Tot intermed Toial Local Total State

Equaliz Sim Rcept Sim RcptSim  Receipts Sim  Receipts Sim Rcpt Diff
Sample Districts Per ADMW Per ADMW Per ADMW Per ADMW Per ADMW
Plush No. 18-U 0.0 0.0 83.85 137.76 2601.12 -1548.77
Olex No. 11=-U 0.0 0.0 250.85 26.52 1559.14 -6364.83
McKenzie No. 68-U 0.0 63.54 105.50 59.37 1652.04 -46559.45
Sherman UH No. 1-UH 0.0 9.36 108.29 13.73 1696.87 -36976.75
Central Linn No. 552-U 0.0 24.22 63.59 35.22 1246.29 -162299.56
Harper No. 66—U 0.0 0.0 70.35 11.76 1176.80 —-20068.56
Portland No. 1J-U 77.81 121.42 16.65 22.18 978.30 -3198272.00
Reedsport No. 105U 43.24 10.10 28.67 1mn 1036.63 —250947.94
Bend No. 1-U 302.86 12.10 30.10 31.05 776.16 71-645.81
Parkrose No. 3—U 343.64 16.35 18.60 14.71 741.84 664 260.06
Kiamath Falls No. 1-E 252.33 83.58 15.09 68.24 762.47 263056.13
Beaverton No. 48J-U 310.69 10.24 24.64 8.22 907.56 2418119.00
Corvallis No. 509J-U 265.18 39.09 33.27 14.65 11563.13 374769.19
Eugene No. 4J-U 357.30 39.52 11.12 59.79 776.49 3817800.00
Lake Oswego No. 7J-U 354.90 13.87 22.07 16.70 949.50 898369.44
Salem No. 24J-U 356.71 34.32 20.42 28.75 727.01 3588639.00
Hood River No. 1-U 296.83 18.41 48.42 75.65 932.22 425925.25
Burns UH No. 2—UH 249.45 4.62 35.8Q 52.94 997.17 39973.96
Medford No. 549-U 360.99 18.93 18.84 24.66 570.53 1440070.00
Oregon City No. 62-U 431.49 15.72 27.09 13.00 522.40 1021959.44
Pendleton No. 16R-U 342.84 13.08 35.71 18.25 662.90 471577.19
Coos Bay No. 9-U 403.69 43.04 35.01 23.24 662.73 1206306.00
Springfield No. 19-U 402.86 32.50 23.15 59.04 672.75 2062389.00
Astoria No. 1-U 392.71 21.20 26.30 12.84 933.52 303119.44
Ashtand No. 5-U 397.47 35.60 13.98 23.94 651.09 419922.75
Falls City No. 57-U 502.38 101.31 31.68 7.80 749.79 46003.25
Baker No. 5J-U 371.36 25.27 23.83 36.96 591.73 374543.13
North Bend No. 13-U 487.21 26.15 27.94 19.99 616.10 652669.75
Redmond No. 2J-U 469.25 12.99 30.63 29.58 667.81 599598.88
Gresham No.4-E 519.89 12.78 30.84 6.47 698.84 673932.88
Ninety-One No. 91—-E 519.88 2.27 47.14 17.50 506.59 55384.36
Creswell No. 40-U 502.19 56.70 31.07 55.86 467.59 195794.50
Hermistcn No, 8—=U 572.15 1212 29.74 15.01 465.31 503295.38
Scio No. 95C-U 498.76 3140 47.68 35.33 335.63 147776.94
Reedville No, 29—-E 567.44 6.21 25.42 14.06 396.24 136477.31
South Umpqua No. 19-U 511.13 27.10 30.12 11448 375.30 32471163
Oak Grove No. 4-E 561.37 1.09 27.00 11.04 391.11 49373.11
Cascade UH No. 5—-UH 622.14 24.82 42.43 14.06 494.03 305689.56
ALL DISTRICTS
High 746.49 203.97 731.71 253.66 4540.11 3817800.00
90th %tile 525.24 61.27 117.45 111.11 1652.04 477596.00
80th %tile 480.45 37.56 74.20 59.04 1394.64 249040.75
Median 332.63 14.93 41.38 21.65 782.11 34905.90
20th %tile 0.0 0.31 26.88 13.00 499.55 -10325.83
10th %tile 0.0 0.0 21.48 10.10 441.72 -36287.72
Low 0.0 0.0 0.0 0.0 24413 —-3198272.00
Total or Mean 320.10 39.45 29.61 3141 785.55 51216940.08
Q .
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Total Tax Effort
Equalization Plan

One pmoblem that affects school
finance reform n Oregon and i many
pther states s the likely effect of greater
state equalization on urban school sys
tems. Central cities frequently have high
property wealth per student, high costs,
low school tax rates, high non-
educational costs and a low percentage
of voters with children in the public
schools. This latter fact probably ac
counts for the unwillingness of urban
voters to tax themselves as heavily as
suburban voters. The inabulity of urban
school districts to raise money for
schools locally has beet partially offset
by state grants, usually in the form of
flat grants and categonical ,rants. State
finance systems which equalize fiscal
ability however tend to reduce state
receipts to urban areas.

Many analysts wonder whether urban
school districts can survive the loss of
state funding that might result from
greater equalization.>* Once the show-
case of American education, urban
school districts are now on the brink of
fallure. Many students graduating from
high school are unable to read above
grade-school lev.!. Many families move
out to better suburban school districts
when therr children reach high school
age. Those students that remain fre-
quently leave school early or cannot
find jobs when they graduate.

Part of the problem s financial.
When cities are faced with competing
demands for public services and contain
few people who care about education,
school districts suffer. The financial

probiems of urban schools are complex,

but seem to fall into four general areas
higher costs, greater need, higher non-
educational taxes and discriminatory
state aid systems.®* The first problem 1s
that it simply costs more to provide
similar educational services in wurban
school dsstricts than un suburban and
rural school districts. Comparisons of
per pupil expenditures hide the fact that
the higher cost of land, buildings,
teacher salaries, and maintenance means
t{‘ vyou buy less educationai service per

E lCr in cities than elsewhere.

A second problem is the relatively
large number of urban school children
requiring expensive special educational
programs.®® Cities seem to attract large
numbers of poor and disadvantaged
families whose children need compen
satury programs in oider to fully utlize
the regular education programs of the
schools.*” And because of these
families, the demand for expensive voca-
twonal education programs 15 o%ten
greater in the cities than in the suburbs,
where most children opt for college
preparatory programs. The number of
chitdren with handicaps 1s also greater in
urban areas. Compensatory education,
vocational education and special educa-
tion all cost more than the regular
¢ducation program, and these costs
seem to be concentrated in the cities.

A third oroblem arises from com-
peting demands for noneducational ser-
vices This is frequently called "“munici-
pal overburden’ or *‘the noneducational
local tax burden.”'?® The presumption
1s that higher per-capita noneducational
expenditures means there are fewer dol-
lars available for education.

Finally, urban schoot systems have
frequently suffered under state school
aid systems that often favor nonurban
areas. Even at best, states seldom help
urban schools meet the special needs of
students requiring relatively high-cost
programs.

There are two general ways to re-
spond to these problems. One response
is to provide extra state money (0
directly cover the higher cost of educa-
tional programs in the cities. The next
chapter discusses a number of recom-
mendations for adjusting state equaliza-
tion aid to meet important educational
needs. The second response is to adjust
either the measure of fiscal ability or
the measure of local effort used in
calculating state equalization aid.

The total tax effort equalization plan
adjusts the measure of local effort by
equalizing the total tax effort n 3
school district rather than the school
tax effort. This plan computes a total
rix rate for each school district and uses
it both to establish the guaranteed vield
schedule and to compute state equaliza
tion.

Basically the total tax effort equati-
zation plan is a local guaranteed yield
plan, like the one just presented, except
it is based on the total tax rate. Districts
are guaranteed $620 per ADMW at a
total tax rate of S5 per $1,000 of true
cash value. The guarantee increases by
$20 for each additional do'iar of total
tax rate up to a maximum of $1,220 at
a total tax rate of $35.

The amount . district receives in
state equalization aid is the guaranteed
amount times ADMW minus 60 percent
of the total tax rate times true cash
value, minus federal i-pact aid, minus
federal forest fees. Sixty percent is ustd
because schoo! taxes are roughly 60
percent of total taxes on the average.
The following diagram illustrates how
the state aid to districts would be
determined:

The guaranteed amount for total tax
rate x ADMW

—minus—

60 percent of the previous year's total
tax rate X previous year’s true cash value
—minus—

Other local offsets

~equals—

State equalization to the district

The actual amount a district would
have to spend might be above or below
the guarantee, depending mainly on
whether a district’s school tax rate was
more or less than 69 percent of the total
tax rate. Districts in which school taxes
are less than 60 percent of total taxes
could spend more than the guaranteed
amount. The amount a district could
spend would be the sum of state equali-
zation, plus state grants for transporta-
tion and other categorical programs.
plus the amount raised by . ultiplying
the current year's scnool tax rate by the
district’s true cash value, plus other
federal and local receipts.

Under this plan the local guaranteed
yvield schedule runs from $5 to $35. If a
district has a total tax rate between S5
and $35, but does not have enough
taxable property wealth to produce the
guaranteed amount, the state makes up
the difference between the guarantee
and 60 percent of TCV multiplied by
the total tax rate. Districts can also have
total tax rates above the $35 maximum




figure 44
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This plan equalizes receipts up to $91,111 per ADMW at a $10 tax rate,
and up to $68,000 at a $20 tax rate.
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figure 4-5
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This plan equalizes receipts up to $68,000 per ADMW at a $10 tax rate,
and up to $58,095 at a $20 tax rate.

46 50

guarantee level, but there is no equaliza-
tion above this point.

Figure 4-4 shows the effects of this
plan when the nonschool tax rate is 85
and the schoo! tax rate is $10 or $20.

Under this plan a schoo! district with
a $10 school tax rate and a $15 total
tax rate with $40,000 of true cash value
per pupil would raise $400 from the
local school tax. This district would
receive from the state the difference
between the guaranteed amount of
$820 and 60 percent of the total tax
rate times TCV (.6xS15x40,000x.001=
$360), or $460 in LGY equalization
{$820-S360=8460), for a total expend-
iture of S860 (S400+S460=3860). If the
same district‘raised its school tax rate to
$20, so that its total tax rate was $25, it
would raise S800 locally and receive
$420 in LGY equalization for total
expenditure of $1,220. A district with
$100,000 of TCV per pupil would raise
$1,000 at S10 and receive no state
equalization. At $20 the same district
would raise $2,000 locally, well above
the $1,020 guaranteed by the LGY
schedule. Again it would receive no
equalization aid.

If the noneducational tax rate is
much higher, a somewhat different situ-
ation occurs. Figure 4-5 shows the
effect of this plan when the nonschool
tax rate is $15 and the school tax rate is
$10or $20.

The district with $40,000 of TCV
per pupil, local school tax of $10, and a
total tax of $25 still raises $400 from
local school tax but is now guaranteed
$1,020 by the state, rather than the
guaranteed $820 when its non-
educational tax rate was only $5. The
amount it receives from the state then is
$1,020 - (.6x.25x40,000x.001) or
$1,020—-5600=%420. Total expenditures
for the district would be $820,
($400+$420-5820), or $40 less than
when its noneducational tax rate was
only 85. At a $20 school tax rate, the
same district would have a state guaran-
tee of $1,220, local receipts of S$S800,
state receipts uf $380, and total expend-
itures of $1,180.

A district with $100,000 TCV per
pupil with a $10 local school tax and a
total tax rate of $25 would have a state




guarantee of S$1,020, local receipts of
$1,000, no state seeeipts and a total
expenditure of $1,000, the same as 1t
had with the lower nonschoo! tax rate.
At a schoo! tax rate of S20 and & total
tax rate of $35, the rich district would
have a guarantee of $1,220, local re-
cesipts of $2,000, no state equahization,
and total expenditures of $2,000.

The mnteresting thing to ohserve n
figure 4-51s that up to the equahization
cut-off point of S68,000 for a S10
school tax rate, the ncher the distnct
the tess 1t could spend per pupil. This is
because the local retum a distnct would
receive using 60 percent of its total tax
rate rises faster as wealth increases then
does the actual local yeld from schoo!
tax.

A major difficulty with this approach
is that it encourages all umts of local
governments to increase costs. In other
words, it pays to be inefficient.

Tables 4-7 through 4-9 summarize
the effects of this plan on the 38 sample
school districts for 1973-74. The deci-
sions on which the analysis s based are
summarized in table 4-7. Table 4-8
provides general results of the plan, and
table 4-9 prowvides specific data on dis-
trict receipts.

To summarize, this is a local guaran-
teed yield plan based on total tax rate
instead of school tax rate. Districts are
guaranteed S620 per ADMW at a total
tax rate of S5. The guarantec increases
S20 per 37 of totsi tax rate to a
maxtmum of $1,220 at a total tax rate
of S$35. The amount provided by the
state to the district s the difference
between the guarantee times the ADMW
and 60 percent of the total tax rate
multiplied by last year’s TCV. Federa!
impact aid, federaj forest fees, and
common school fund receipts are sub-
tracted from state equalization. Allow-
ances for transportation, special educa-
ton, and compensatory education are
handled as 1in the other plans.

ERIC

Aruitoxt provided by Eic:

table 4-7

TOTAL TAX EFFORT EQUALIZATION PLAN: DECISIONS

D100
D101
D102
D103
D116
D117
D118
D120
D200
D202
D210
D212
D215
D220
D222
D225
D228
D231
D243
D237
D238
D240
D241
D242
D243
D244
D245
D247
D250
D251
D252
D301
D303
D316
D317
D318
D320
D330
D331
D338
D340
D345
D350
D351
D360
D361
D362
D363
D364
D400
D401

Year to be Simulated

Kindergarten Cost Factor

Grades 1-8 Cost Factor

Grades 2-12 Cost Factor

Comp Ed Cost Factor (15t 5% of ADM)
Comp Ed Cost Factor (5%—10% of ADM)
Comp Ed Cost Factor (Over 10% of ADM)
Necessary Small Schoo! Cost Factor

Fiat Grant Program

Amount of Flat Grant (S/ADMW)
Foundation Program

Amount of Foundation (S/ADMW)

Fndn Reqd Loca! Effort (S/1000)

Local Guaranteed Yield (LGY)

LGY Required Local Effort {S/1000)
LGY Amt at Reqd Local Effort (S/ADMW)
LGY Lower Line Rate (S/MILL/ADMW)
LGY Upper Line Rate (S/MILL/ADMW)
LGY Kink Point Tax Rate (S/1000)

LGY Max Al'owed Tax Rate (S/1000)
Dist Allowed to Tax Above LGY Max Rate
District Tax Rate

Elementary Specified Tax Rate (S/1000)
High School Specified Tax Rate (S/1000)
Unified Specified Tax Rate (S/1000)

% of 73-74 Unrestr Rcpt to be Maintained
Tax Rate Limit

Amt Raised by Eq Dists (S/ADMW)

Amt Raised by 1ED Equalizing (S/ADMW)
IED Equalizing Tax Rate

IED Eq Rate if Specified (S/S1000)
Grant for Kindergarten (S/Student)

Grant for Special Students (% of 73-74)
Grant for Comp Ed (1st 5% of ADM)
Grant for Comp Ed (5%—10% of ADM)
Grant for Comp Ed (Over 10% of ADM)
Grant for Necessary Small Schools (S/Stud)
Transportation Present Allotment
Transportation Percent of Reimb Costs
Debt Service Percent of Present Expend
Basis for District Type Adjustment

TCV Year Used in Equalization Programs
Non-Residential TCV Locally Taxable
Non-Residential TCV Taxable by IED
State Recapture Allowed

Districts Held Harmless

Cost of Living Adjustment

Max % Increase in Tot Rcpts Over 73-74
Use Cherry factor for Portland

Districts Printed

Print Order

1973-74
0.50
1.00
1.30

0.0
Yes
£.00
620.00
20.00
20.00
25.00
35.00
Yes
Mnt Rcpt

0.0

0.0
Specif
0.0
0.0
100.00
200.00
400.00
600.00
0.0
No
75.00
0.0
Present
Previous
Yes
Yes
No
No
No
Not Used
No
Sample
County
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table 4-8
TOTAL TAX EFFORT EQUALIZATION PLAN: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total State Tot Receipts
Adj TCV Simulated Rate Sim Rate Dif Rept Sim Simulated
Sarzple Districts Per ADMW Per ADMW Per ADMW
Plush No. 18-U 482994 .41 8.05 4.03 ~0.99 86.96 2825.84
Otex No.11-U 183985.90 39.22 9.74 -1.90 253.99 1839.64
McKenzie No. 68—U 171386.42 481.05 9.97 ~4.98 173.46 1973.46
Sherman UH No. 1~-UH 108781.04 231.40 6.28 1.0 120.91 1833.63
Central Linn No. 5562-U 92260.55 1085.50 13.06 -1.03 91.32 1418.07
Harper No. 66-U 69795.57 110.50 15.75 -1.16 142.96 1274.17
Portland No. 1J-U 67790.33 70290.56 14.15 0.50 200.66 1318.563
Reedsport No. 105~U 67098.49 1691.90 1242 -0.07 187.97 1244.10
Bend No. 1-U 51026.99 6052.00 11.60 -3.42 419.87 1200.27
Parkrose No. 3~U 50635.40 5745.77 12.49 -2.43 436.18 1160.80
Klamath Falls No. 1—-E 47821.37 2125.00 10.26 1.67 103.33 1250.04
Beaverton No. 48J-U 47375.79 21896.59 15.84 -3.10 396.48 1273.49
Corvallis No. 509J~U 45176.89 8098.09 18.57 -2.05 446.88 15631.29
Eugene No. 4J-U 44446.17 22260.29 15.16 ~-4.03 450.12 1270.36
Lake Oswego No. 7J~U 43765.06 7066.59 13.24 ~3.96 44412 1368.60
Salem No. 24J-U 43066.86 24494.19 12.22 -4.70 459.29 1232.47
Hood River No. 1-U 42828.28 3465.07 14.34 -3.83 427.35 1416.46
Burns UH No. 2—-UH 42114.67 653.90 10.96 4.06 42.71 1359.73
Medford No. 549U 41992.99 10882.59 10.71 -4.55 477.41 1017.98
Or gon City No. 62-U 41538.87 6538.50 8.37 -5.81 576.57 1026.58
Pendleton No. 16R-U 41392.41 4006.92 14.08 -4.37 436.07 1103.48
Coos Bay No. 9-U 40373.96 6584.40 14.14 -5.08 541.47 1207.03
Springfield No. 19U 39700.19 10889.84 14.05 -4.41 519.94 1232.33
Astoria No. 1-U 39190.44 2220.00 13.32 0.36 500.02 1438.44
Ashland No. 5~U 38423.11 3235.00 11.61 -4.82 527.12 1138.14
Falls City No. 57—U 38109.75 218.00 6.84 -7.29 748.99 1380.86
Baker No. 5J-U 37152.90 3086.30 7.79 ~-2.98 508.96 1059.18
North Bend No. 13~U 36728.62 3751.30 12.32 -5.90 625.88 1226.76
Redmond No. 2J—U 36175.75 3380.60 1242 -5.50 587.87 1246.63
Gresham No. 4—E 35476.60 3400.00 14.75 3.55 281.67 1283.21
Ninety-One No. 91-E 32226.50 400.00 6.31 ~047 509.66 1058.38
Creswell No. 40-U 30679.12 109240 9.94 -4.78 679.06 1170.81
Hermiston No. 8—U 26479.96 2790.80 12.54 -4.02 710.60 1167.14
Scic No. 95C-U 25369.02 923.10 7.50 -2.29 662.45 1000.31
Reedville No. 29—E 24810.24 875.00 8.98 1.20 391.55 1029.89
South Umpqua No. 19-U 24564.82 2554.00 6.26 -232 662.14 1139.52
Oak Grove No. 4—E 23904.33 200.00 12.69 3.54 304.34 1082.86
Cascade UH No. 5~UH 23627.67 1330.00 13.51 4.22 484.81 1255.75
ALL DISTRICTS
High 537760.75 70290.50 23.71 12.92 769.24 5145.88
90th %ule 132135.50 3400.00 15.43 3.21 613.04 1939.28
80th %tile 88677.50 1691.90 13.67 2.01 527.12 1639.11
Median 43991.03 335.00 10.15 -0.62 325.99 1234.17
20th %tile 32054.02 81.40 7.39 -4.27 102.57 1052.24
10th %ule 27907.15 38.40 6.18 -5.50 68.96 993.82
Low 16119.33 4.92 1.55 —-12.39 4.45 691.21
Total or Mean 47621.84 516233.45 396.33 1239.17
Q
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table 4-9

TOTAL TAX EFFORT EQUALIZATION PLAN: RECEIPTS

State LGY
Equaliz Sim
Sample Districts Per ADMW
Plush No. 18-U 0.0
Olex No. 11-U 0.0
McKenzie No. 68—U 0.0
Sherman UH No. 1-UH 0.0
Central Linn No. 552-U 0.0
Harper No. 66-U 69.12
Portland No. 1J-U 58.30
Reedsport No. 105-U 145.71
Bend No. 1-U 374.46
Parkrose No. 3-U° 397.08
Klamath Falls No. 1—E 0.0
Beaverton No. 48J~U 358.13
Corvallis No. 509J-U 370.95
Eugene No. 4J-U 395.73
Lake Oswego No. 7J-U 404.69
Salem No. 24J-U 400.65
Hood River No. 1-U 356.82

Burns UH No. 2-UH 0.0

Medford No. 549—U 435.93
Oregon City No. 62-U 530.65
Pendleton No. 16R-U 383.53
Coos Bay No. 9-U 459.70
Springfield No. 19-U 460.58
Astoria No. 1-U 448.50
Ashland No. 5-U 473.94
Falls City No. 57-U 612.23
Baker No. 5J-U 456.25
North Bend No. 13-U 568.19
Redmond No. 2)-U 541.01
Gresham No. 4—E 234.83
Ninety-One No.91-E 456.75
Creswell No. 40-U 587.51
Hermiston No. 8—U 665.62
Scio No. 95C- U 580.21
Reedvilie No. 29—E 356.71
South Umpgua No. 19-U 601.31
Oak Grove No. 4—E 273.50
Cascade UH No. 5—-UH 414.19
ALL DISTRICTS

High 674.65
90th %tile 535.41
80th %tile 459.70
Median 234.83
20th %tile 0.0
10th %tile 0.0
Low 0.0
Total or Mean 323.47

Instr Categ
Rept Sim
Per ADMW
0.0
0.0
63.54
9.36
24.22
0.0
121.42
10.10
12.10
16.35
83.58
10.24
39.09
39.52
13.87
34.33
18.41
4.62
18.93
15.72
13.08
43.04
32.50
21.20
35.60
101.31
25.27
26.15
12.99
12.78
2.27
56.70
1212
3140
6.21
27.10
1.09
24.82

203.97
61.27
37.56
14.93

0.31

0.0

0.0
39.45

Transport
Recpt Sim
Per ADMW
83.85
250.85
105.50
108.29
63.59
70.35
16.65
28.67
30.10
18.60
15.09
24.64
33.27
11.12
22.07
20.42
48.42
35.80
18.84
27.09
35.71
35.01
23.15
26.30
13.98
31.68
23.83
27.94
30.63
30.84
47.14
31.07
29.74
47.68
25.42
30.12
27.00
42.43

731.71
117.45
74.20
41.38
26.88
21.48
0.0
29.61

Tot Intermed
Receipts Sim
Per ADMW
137.76
26.52
59.37
13.73
356.22
11.76
22.18
111.11
31.05
14.71
68.24
8.22
14.65
59.79
16.70
28.75
75.65
52.94
24.66
13.00
18.25
23.24
59.04
12.84
23.94
7.80
36.96
19.99
29.58
6.47
17.50
55.86
15.01
35.33
14.06
114.48
11.04
14.06

253.66
111.11
59.04
21.65
13.00
10.10
0.0
3141

Total Local
Receipts Sim
Per ADMW
2601.12
1559.13
1652.04
1696.87
1246.29
1107.68
997.81
934.15
704.56
688.40
1014.80
860.11
1047.37
738.06
899.72
683.07
872.23
1246.62
495.60
423.24
622.21
606.73
615.03
877.73
574.61
591.96
474.80
535.11
596.05
983.9C
499,97
382.27
371.84
254.18
606.98
265.31
678.98
701.99

4540.11
1645.62
1387.68
858.25
520.29
427.00
188.17
772.53

Total State
Rcpt Diff

—-1548.77
-6364.83
—46559.45
-36976.75
—162299.56
—12430.56
—4570048.00
—77576.94
1143955.00
971301.06
—273154.88
3457020.00
1231258.00
4673357.00
1250162.00
4664893.00
633803.25
-123140.00
2255585.00
1670309.00
634636.19
1575071.00
2690951.00
426970.44
667326.75
69950.31
636541.13
956459.75
842185.88
—295259.13
30134.30
289001.94
764149.50
222957.19
-47916.65
555035.63
-8200.86
29114.22

4673357.00
634636.19
274407.00

1346.22
-25485.44
—77576.94

—4570048.00
52956718.06
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Available Wealth figure 4-6

Equalization Plan PER PUPIL RECEIPTS/AVAILABLE WEALTH EQUALIZATION PLAN
Non-School Tax Rate = S5

Whereas the total tax effort equaliza- Receipts
tion plan adjusted the measure of tax Per ADMW
effort used 1in computing state equaliza- $2000-4- ‘.\'
tion, the available wealth equalization o
plan adjusts the measure of district 1800-1- ,\o"‘
wealth used in the state equalization 1600-- o
formula. &

It is frequently argued that one 1400~ 4
reason urban school districts have more 4
difficulty getting the public to approve 1200+
educational budgets is tha* cities are 1000-
overburdened with high noneducational
public expenditures. Merely equalizing 800

total wealth takes no account of the
other public needs financed by taxes on
the same property valuation base. One 400
possible approach s to consider only
that portion of local property wealth
that is actuaily available for the support
of schools. In other words, if 50 percent
of local taxes is used for schools, the
district’s property wealth should be
discounted by 50 percent when com- This plan equalizes receipts up to $77,000 per ADMW at a $S10 tax rate,
puting state aqualization. and up to $46,250 at a $20 tax rate.

In response to the municipal over-
burden problem, we have designed a
local guaranteed vyield plan which figure 4-7

includes the ratio of the school tax rate. PER PUPIL RECEIPTS/AVAILABLE WEALTH EQUALIZATION PLAN
to the total tax rate in the calculation of Non-School Tax Rate = $15

=eee. local receipts at $10
e total receipts at $10
// /7 equalization at $10
o+ oo local receipts at $20
mowwn  toOtal receipts at $20
\\\ equalization at $20

L i ! . i l I ]
4 T T L L L L] 1

$20 000 40,000 60,000 80,000 100,000 120,000 140,000 160,000
True Cash Value Per ADMW

state equalization. Receipts

Under this plan the state would Per ADMW
guarantee S770 per ADMW at a school $2000-}- ,o"
tax rate of S10 per $1,000 of true cash &
value. Districts would receive an addi- 18001 o
tional $40 for each $1 of tax up to $16, 16001 ,\6"
and $25 for each S1 of tax from $16 to o
a maximum of $22. Districts would be 1400+ *

permitted to tax above $22 without

o

A \ll\‘

recapture. 1200 R 1o R “‘\\"\‘\\ 7 0
The amount a district would receive .’

A 1000
from the state 15 the difference between

"
CR ¥

the guaranteed amount and the amount 800D RSXR i
. . . .« o [X XOOOHOO

computed by multiplying the district’s 6005 ,:.:::‘:::.o J/ oo torn recepts 1 510
triee cash value by an adjustment factor. :0:0:030: X /& e total receipts at $10
This factor is the ratio of school taxes 400 —PREXRXXX (& /77 equatization at $10
to total taxes. multuplied by 1.5 (to KXXXY or =« - - focal receipts at $20

R o] 7 . RIS 4 wonns  tOtal receipts at $20
keep this plan from costing too much 200 ,:.:.0 A \\\ equalization at $20

. . . (3
state money). State equalization ai4d A . . . N . . - ,
would be calculated as follows: 20 ;00 w0 (;0 T 8;)00 00'000 T i Gorooo
The guaranteed amount times ADMW , . 60,000 . 100, 120,000 140,000 160,
—migus— True Cash Value Per ADMW
Slchool tax rate times true cash value This plan equalizes receipts up to $128,333 per ADMW at a $10 tax rate,
E TCS adjustment factor and up to $64,749 at a $20 tax rate.
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Other local offsets

—equals—

State Equalization to the district

Under this plan, if a district has a
school tax rate between S10 and S22,
and does not have enough available
property wealth for school support
(when multiplied by 1.5) to raise the
guaranteed amount, then the state
makes up the difference.

Figure 4-6 shows the effects of the
available weal th equalization plan when
the nonschool tax rate is S5 and the
school tax rate is S10 or $20.

A schoo! district with $40,000 TCV
per pupil, a S10 school tax rate and a
$15 total tax rate would raise S400, be
guaranteed S770 and receive S370 per
pupil in equalization ad [S770-1.5
{10x.66x40,000%x.001)S370]. At a S20
school tax rate the same district would
be “guaranteed” $1,110 per pupil by
the state, raise S$800 locally
(S20x40=S800), receive S150 in equali-
zation aid {state aid=S1,110-1.5
(20x.8x40,000x.001)] and have S950
per pupil to spend (S800+S$150=8950).
A district with $100,000 TCV per pupil
would raise S1,000 locally at S10 and
$2,000 per pupil at S20. Again 1t would
receive no equalization aid.

If the noneducational tax rate is
increased to S15, as in figure 4-7, the
wealthier a school district is the better it
does under this plan. At a school tax
rate of S10, the distnct with $40,00C
TCV per pupil is guaranteed S770 per
pupt, raises S400 locally, receives S530
in equalization aid, for a total expendi-
ture of $930. At $20, the same district
is guaranteed S1,110 per pupil, raises
$800 locally, receives S424.28 in equali-
zation aid, for a total expenditure of
$1,224.28. At S10 the district with
$100,000 TCV s guaranteed S770,
raises S1,000 locally, receives S170 in
state aid, for a total expenditure of
$1,170. At S20 the district 1s guaran-
teed S1,110, raises S2,000 locally, and
receives no equalization.

The available wealth equalization
plan would help those districts which
have a higher proportion of non-
°C{|Mtiona| taxes relative to dstricts
E lC«the same school tax effort and a

Aruitoxt provided by Eic:

lower noneducational tax burden. How-
ever, the adoption of such a plan would
create a number of conceptual prob-
lems, as well as some practical ones. For
mnstance, how would you distinguish
munmicipal overburden from a com-
munity that simply prefers to spend
money for noneducational services? For
example, if a community with many
senior citizens votes to increase expendi-
tures for transportation and police ser-
vices should that community’s school
district benefit?

Another problem is in making adjust-
ments for the fact that some com-
munities privately provide such services
as fire protection, sanitation, and even
schooling, while other communities pro-
vide them publicly. The available
wealth equalization plan favors those
communities which provide non-
educational services publicly. It also
discourages communities from raising
local schoo! taxes.

Another difficult problem is to put a
value on the alternative costs incurred
by those living in uncongested areas. For
example, a city dweller might pay taxes
for police protection, while a suburban
commuter pays a greater price by driv-
ing two hours each day to get to and
from an area inaccessible to criminals.>®

Finally, one should ask whether the
state legislature should subsidize people
who live in high-cost urban areas. Part
of the municipal overburden may result
from the inefficiencies of living in over-
crowded areas. Overpopulated areas will
never thin out if those extra costs are
subsidized by higher levels of govern-
ment.>?

The effects of the available wealth
plan are shown in tables 4-10 through
4-12 for the same 38 districts used
before. The same allowances for educa-
tional need are used as in the previous
plans.
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table 4-10
AVAILABLE WEALTH EQUALIZATION PLAN: DECISIONS
D100 Year to be Simulated 1973-74
D101  Kindergarten Cost Factor 0.50
D102  Grades 1-8 Cost Factor 1.00
D103  Grades 9-12 Cost Factor 1.30
D116 Comp Ed Cost Factor {1st 5% of ADM) 0.0
D117 Comp Ed Cost Factor {(5%~—10% of ADM) 0.0
D118 Comp Ed Cost Factor {Over 10% of ADM) 0.0
D120  Necessary Small School Cost Factor 0.0
D200 Flat Grant Program No
D202 Amount of Flat Grant {S/ADMW) 0.0
D210 Foundation Program No
D212  Amount of Foundation {S/ADMW) 0.0
D215 Fndn Reqd Local Effort {$/1000) 0.0
D220  Local Guaranteed Yield {LGY) Yes
D222 LGY Required Local Effort {$/1000) 10.00
D225 LGY Amt at Reqd Local Effort (S/ADMW) 770.00
D228 LGY Lower Line Rate (S/MILL/ADMW) 40.00
D231  LGY Upper Line Rate (S/MILL/ADMW) 25.00
D234 LGY Kink Point Tax Rate {$/1000) 16.00
D237 LGY Max Allowed Tax Rate ($/1000) 22.00
D238  Dist Allowed to Tax Above LGY Max Rate Yes
D240 District Tax Rate Mnt Rcpt
D241  Elementary Soecified Tax Rate ($/1000) 0.0
D242  High School Specified Tax Rate {S/1000) 0.0
D243  Unified Specified Tax Rate ($/1000) 0.0
D244 % of 73-74 Unrestr Rcpt to be Maintained 100.00
D245 Tax Rate Limit No
D247 Amt Raised by Eq Dists (S/ADMW) 0.0
D250 Amt Raised by IED Equalizing (S/ADMW) 0.0
D251 |ED Equalizing Tax Rate Specif
D252 1ED Eq Rate if Specifiad {$/$1000) 0.0
D301  Grant for Kindergarten ($/3tudent) 0.0
D303 Grant for Special Students {%of 73-74) 100.00
D316 Grant for Comp Ed (1st 5% cf ADM) 200.00
D317  Grant for Comp Ed (5%—10% of ADM) 400.00
D318 Grant for Comp Ed (Over 10% of ADM) 600.00
D320 Grant for Necessary Small Schools ($/Stud) 0.0
D330 Transportation Present Allotment No
D331 Transporta.ion Percent of Reimb Costs 75.00
D338 Debt Service Percent of Present Expend 0.0
D340  Basis for District Type Adjustment Present
D345 TCV Year Used in Equalization Programs Previous
D350 Non-Residential TCV Locally Taxable Yes
D351 Non-Residential TCV Taxable by IED Yes
D360  State Recapture Allowed No
D361  Districts Held Harmless No N
D362 Cost of Living Adjustment No
D363 Max % Increase in Tot Rcpts Over 73-74 Not Used
D364  Use Cherry factor for All Districts Yes
D400  Districts Printed Sample
D401  Print Order County
1 -
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table 4-11
AVAILABLE WEALTH EQUALIZATION PLAM: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total State Tot Receipts
Adj TCV Simulated Rate Sim Rate Dif Rcpt Sim Simulated
Sample Districts Per ADMW Per ADMW Per ADMW
Plush No. 18-U 482994 .41 8.05 4.03 ~0.99 86.96 2825.84
Olex No. 11-U 183985.90 39.22 9.74 -1.90 253.99 1839.64
McKenzie No. 68—U 171386.42 481.05 9.97 -4.98 173.46 1973.46
Sherman UH No. 1-UH 108781.04 231.40 6.28 1.05 120.91 1833.63
Central Linn No. 5562—-U 92260.55 1085.50 13.06 -1.03 91.32 1418.07
Harper No. 66-U 69795.57 110.50 16.74 -0.17 73.83 1274.17
Portland No. 1J-U 67790.33 70290.56 10.82 -2.83 426.35 1318.53
Reedsport No. 105U 67098.49 1691.90 14.01 1.52 81.39 1244.11
Bend No. 1-U 51026.99 6052.00 14.10 ~0.92 292.43 1200.27
Parkrose No. 3-U 50635.40 5745.77 12.46 -2.46 437.57 1160.80
Klamath Falls No. 1—E 47821.37 2125.00 7.02 -1.57 361.60 1250.04
Beaverton No. 48J-U 47375.79 21896.59 18.562 ~0.42 269.45 1273.49
Corvallis No. 509J-U 45176.89 8098.09 24.04 342 199.97 1631.29
Eugene No. 4J-U 44446.17 22260.29 15.90 -3.29 417.34 1270.35
Lake Oswego No. 7J-U 43765.06 7066.59 16.57 -1.63 341.97 1368.60
Salem No. 24J-U 43066.86 24494.19 12.40 -4.52 451.57 1232.47
Hood River No. 1-U 42828.28 3465.07 18.50 0.33 249.13 1416.46
Burns UH No. 2-UH 42114.67 653.90 8.75 1.85 275.55 1359.73
Medford No. 549-U 41992.99 10882.59 13.30 -1.96 368.72 1017.98
Oregon City No. 62-U 41538.87 6538.50 10.55 -3.63 489.61 1030.41
Pendleton No. 16R~-U 41392.41 4006.92 14.59 -3.86 415.18 1103.48
Coos Bay No. 9-U 40373.96 6584.40 16.70 -2.52 438.08 1207.03
Springfield No. 19~U 39700.19 10889.84 16.82 -1.64 410.28 1232.33
Astoria No. 1-U 39190.44 2220.00 1244 -0.52 534.49 1438.43
Ashiland No. 5-U 38423.11 3235.00 16.37 -0.06 344.44 1138.14
Falls City No. 57-U 38109.75 218.00 11.51 -2.62 635.71 1445.57
Baker No. 5J-U 37152.90 3086.30 10.55 -0.22 448.18 1100.79
North Bend No. 13-U 36728.62 3751.30 14.77 -3.45 535.83 1226.76
Redmond No. 2J-U 36175.75 3380.60 16.18 -1.74 451.71 1246.63
Gresham No. 4—E 35476.60 3400.00 10.75 -0.45 517.85 1283.21
Ninety-One No. 91—E 32226.50 400.00 7.80 1.02 530.61 1159.33
Creswell No. 40-U 30679.12 1092.40 15.09 0.37 520.85 1170.81
Hermiston No. 8—U 26479.96 2790.80 15.51 -1.05 631.92 1167.14
Scio No. 95C-U 25369.02 923.10 11.97 2.18 561.75 1013.01
Reedville No. 29—E 24810.24 875.00 6.23 -1.55 549.74 1036.35
South Umpqua No. 19-U 24564.82 2554.00 10.32 1.74 590.42 1167.45
Qak Grove No. 4—E 23904.33 200.00 10.41 1.26 425.48 1082.86
Cascade UH No. 5~UH 23627.67 1330.00 10.63 1.34 608.33 1255.74
ALL DISTRICTS
High 527760.75 70290.50 27.34 12.92 917.16 5145.88
90th %tile 132135.50 3400.00 18.50 2.53 569.37 1973.46
80th %tile 88677.50 1691.90 15.60 1.30 515.82 1668.18
Median 43991.03 335.00 10.55 -0.28 341.97 1246.63
20th %tile 32054.02 81.40 6.83 -1.73 115.69 1082.86
10th %tile 27907.15 38.40 5.65 -2.55 73.06 1023.35
Low 16119.33 4.92 3.16 ~7.52 4.45 824.48
Total or Mean 47621.84 516233.45 392.69 1251.90
Q )
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table 412
AVAILABLE WEALTH EQUALIZATION PLAN: RECEIPTS

State LGY Instr Categ Transport Tot Intermed Total Local Total State

Equaliz Sim Rcpt Sim Rcpt Sim  Receipts Sim  Receipts Sim Rcpt Diff
Sample Districts Per ADMW Per ADMW Per ADMW Per ADMW Per ADMW
Piush No. 18~U 0.0 0.0 83.85 137.76 2601.12 -1548.77
Olex No. 11-=U 0.0 0.0 250.85 26.52 1559.14 -6364.83
McKenzie No. 68-U 0.0 63.54 105.50 59.37 1652.04 -46559.45
Sherman UH No. 1-UH 0.0 9.36 108.29 13.73 1696.87 -36976.75
Central Linn No. 552U 0.0 24.22 63.59 35.22 1246.29 -162299.56
Harper No. 66—-U 0.0 0.0 70.35 11.76 1176.80 —20068.56
Portland No. 1J-U 283.99 121.42 16.65 22.18 772.12 11293711.00
Reedsport No. 105-U 39.12 10.10 28.67 111.11 1040.74 -257906.94
Bend No. 1-U 247.02 12.10 30.10 31.05 832.01 372659.81
Parkrose No. 3-U 398.47 16.35 18.60 14.71 687.02 979265.06
Klamath Falls No. 1—E 258.27 83.58 15.09 68.24 756.53 275674.13
Beaverton No. 48J-U 231.11 10.24 24.64 8.22 987.14 675539.00
Corvallis No. 509J-U 124.04 39.09 33.27 14.65 1294.28 —768248.75
Eugene No. 4J-U 362.95 39.52 11.12 59.79 770.84 3943654.00
Lake Oswego No. 7J-U 302.53 13.87 22.07 16.70 1001.87 528284.44
Salem No. 24J-U 392.93 34.33 20.42 28.75 690.79 4475894.00
Hood River No. 1-U 178.59 1841 48.42 75.65 1050.46 16234.28
Burns UH No. 2—-UH 232.84 4.62 35.80 52.94 1013.78 29112.52
Medford No. 549-U 327.25 18.93 18.84 24.66 604.28 1072800.00
Oregon City No. 62—-U 443.68 16.72 27.09 13.00 514.04 1101673.00
Pendieton No. 16R—-U 362.64 13.08 35.71 18.25 643.10 550908.19
Coos Bay No. 9-U 356.31 43.04 35.01 23.24 710.12 894314.63
Springfield No. 19-U 350.92 32.50 23.15 59.04 724.69 1496801.00
Astoria No. 1-U 482.96 21.20 26.30 12.84 843.27 503482.19
Ashland No. 5-U 291.26 35.60 13.98 23.94 757.30 76344.75
Falls City No. 57-U 498.95 101.31 31.68 7.80 769.95 45255.42
Baker No. 5J-U 395.48 25.27 23.83 36.96 577.19 448967.13
North Bend No. 13-U 478.14 26.15 27.94 19.99 625.16 618657.75
Redmond No. 2J-U 404.85 12.99 30.63 29.58 732.21 381892.88
Gresham No. 4—E 471.01 12.78 30.84 6.47 747.72 507763.88
Ninety-One No. 91-E 477.1 2.27 47.14 17.50 579.98 38515.42
Creswell No. 40-U 429.30 56.70 31.07 55.86 540.48 116173.69
Hermiston No. 8—U 586.94 1212 29.74 15.01 450.52 544556.38
Scio No. 95C~U 479.50 31.40 47.68 35.33 367.59 129995.06
Reedville No. 29—-E 514.90 6.21 25.42 14.06 455.25 90501.75
South Umpqua No. 19—-U 529.59 27.10 30.12 114.48 364.96 371855.50
QOak Grove No. 4—-E 394.64 1.09 27.00 11.04 557.84 16027.07
Cascade UH No. 5—-UH 537.71 24.82 4243 14.06 578.47 193392.50
ALL DISTRICTS
High 771.36 203.97 731.71 253.66 4540.11 11293711.00
90th %tile 501.06 61.27 117.45 111.11 1652.04 419972.75
80th %tile 442.77 37.56 74.20 59.04 1419.65 136198.44
Median 262.26 14.93 41.38 21.65 843.41 11926.97
20th %tile 0.0 0.31 26.88 13.00 544.49 —-18915.70
10th %tile 0.0 0.0 21.48 10.10 478.15 -46559.45
Low 0.0 0.0 0.0 0.0 235.90 —773626.50
Total or Mean 319.83 39.45 29.61 31.41 788.90 51077154 .86

IToxt Provided by ERI
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EQUALIZATION
AND ALTERNATIVE
RECAPTURE PLANS

Q

ERIC

Aruitoxt provided by Eic:

To completely eliminate the advan
tages of local wealth 1in a state school
finance system, districts should return
to the state any money they raise above
the guaranteed amount or foundation
level from their local tax rate. A statewide
recaptuse provision was included in the
foundation phase-in plan but was not
mcluded in any of the local guaranteed
yield plans.

Elimination of the intermediate
education district equalization levy
without substituting a recapture provi-
sion would cause some problems in
Oregon. As was explained in chapter 3,
Oregon currently has an Intermediate
Education District equalization levy
which redistributes tax dollars from
wealthy areas to poor school districts
within each IED (upon approval of the
voters in the IED). This provides some
recapture at the local level. If no substi-
tute recapture provision s included in
the local guaranteed yield plan, some
property-rich cstricts will enjoy wind-
fall benefits under the LGY plan. For
example 1if IED equalization is elimi-
nated and there 15 no recapture,
McKenzie Distnct No. 68, which has
over $170,000 of propeity value per
student, would be able to maintain its
current program under the LGY plan
with a $4.98 property tax reduction.
Although this s fairly mnfrequent and
involves relatively hittle state money, it
15 sull inconsistent with the goal of
providing more equal educational
opportunity for all children in Oregon.

Statewide Recapture

In this section we will outline three
ways to insure that property-rich com-
munities help ~ay for the education of
children in districts which cannot raise
the guaranteed amount from local
sources. The fircrt method 1s to add a
recapture provision to the local guaran-
teed yield plan. The plan would be
exactly the same as the LGY plan
discussed earlier in this chapter except
that there would be recapture. The
predicted results of this plan are listed
in tables 4-13 and 4-15. By adding this
recapture provision, the state could
iicrease the minu .um LGY guarantee
from $760 to $785 per pupil wnlhgul a

55, (£%%]

significant increase in state aid. In this
case, the tax rate for McKenzie District
Mo. 68 would fall only $0.43, rather
than falling by $4.98.

This is the simplest and most
straightforward way to provide a com-
pletely equitable and understandable
schoo!l finance system. All districts in
the state which exert the same tax
effort would have the same number of
spendable dollars. From a Serrano-
equity point of view, this would be our
strongest recommendation.

Regional Equalization Districts

A second way o insure that
property-rich areas contribute to the
school support of poor areas is to
redistribute money within very large
regions. This proposal calls for a uni-
form tax on all taxable property in the
regional districts to raise a specified
amount of revenue per ADMW. The
receipts gen rated regionally are then
distributed to the school districts in
each region on a per pupil basis.

The intent of this plan is to find a
method of taxing regionally oriented
facilities to increase their share of the
school support burden. Frequently,
nuclear power plants, dams, and pipe-
lines are located in areas with few
school children, so they do not pay a
fair share of the school taxes in the
larger 1egion of which they are a part.
By creating regional districts for equali-
zation, the high-value property of such
facilities can raise revenues for schools
throughout the region.

Another reason for regional districts
1s to reduce the pressure on the state to
assume more of the costs of education.
If regions are large enough and if the
variation in per pupil wealth among
regions 15 not too great, then much ot
the responsibility for equalizing school
expenditures can be assigned to the
regional equalization districts.

Politically this appears to make good
sense in Oregon. Citizens in Eastern
Oregon are probably more willing to
share therr tax dollars with others in
that part of the state than they are to
see the money distributed to Portland.
Voters in the western part of the state
also would probably hike to see their tax



table 4-13
LOCAL GUARANTEED Y!IELR PLAN
WITH STATEWIDE RECAPTURE: DECISIONS

D1GO
D101
D102
D103
D116
D117
D118
D120
D200
D202
D210
D212
D215
D220
D222
D225
D228
D231
D234
D237
D238
D240
D241
D242
D243
D244
D245
D247
D250
D251
D252
D301
D303
D316
D317
D318
D320
D330
D331
D338
D340
D345
D350
D351
D360
D361
D362
D363
D364
D400
D401

Year to be Simulated

Kindergarten Cost Factor

Grades 1-8 Cost Factor

Grades 9-12 Cost Factor

Comp Ed Cost Factor (15t 5% of ADM)
Comp Ed Cost Factor (5%—10% of ADM)
Comp Ed Cost Factor (Over 10% of ADM)
Necessary Small Schoo! Cost Factor

Flat Grant Program

Amount of Flat Grant (S/ADMW)
Foundation Program

Amount of Foundation (S/ADMW)

Fndn Read Local Eftort ($/1000)

Local Guaranteed Yi Id (LGY)

LGY Required Loca' Effort ($/1000)
LGY Amt st Reqd ‘.ocal Effort (S/ADMW)
LGY Lower Line Rate (S/MILL/ADMW)
LGY Upper Line Rzte (S/MILL/ADMW)
LGY Kink Point Tax Rate ($/1000)

LGY Max Allowed Tax Rate ($/1000)
Dist Allowed to Tax Above LGY Max Rate
District Tax Rate

Elementary Specified Tax Rate ($/1000)
High School Specified Tax Rate ($/1000)
Unified Specified Tax Rate ($/1000)

% of 73:74 Unrestr Rcpt to be Maintained
Tax Rate Limit

Amt Raised by Eq Dists (S/ADMW)

Amt Raised by |ED Equalizing (S/ADMW)
IED Equalizing Tax Rate

IED Eq Rate if Specified ($/$1000)
Grant for Kindergarten ($/Student)

Grant for Special Students (% of 73-74)
Grant for Comp Ed (1st 5% of ADM)
Gran. for Comp Ed (6%-10% of ADM)
Grant for Comp Ed (Over 10% of ADM)
Grant for Necessary Small Schools ($/Stud)
Transportation Present Allotment
Transportation Percent of Reimb Costs
Debt Service Percent of Present Expend
Basis for District Type Adjustment

TCV Year Used in Equalization Programs
Non-Residential TCV Locally Taxable
Non-SResidential TCV Taxable by |ED
State Recapture Allowed

Districts Held Harmless

Cost of Living Adjustment

Max % Increase in Tot Rcpts Over 73-74
Use Cherry factor for Portland

Districts Printed

Print Order

1973-74
0.50
1.00
1.30
0.0
0.0
0.0
0.0

No
0.0
No
0.0
0.0
Yes
10.00
785.00
40.00
25.00
16.00
22,00
Yes
Mnt Rcpt
0.0
0.0
0.0
100.00
No
0.0
0.0
Specif
0.0
0.0
100.00
200.00
400.00
600.00
0.0
No
75.00
0.0
Present
Previous
Yes
Yes
Yes
No
No
Not Used
No
Sample
County

>
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table 4-14
LOCAL GUARANTEED YIELD PLAN
WITH STATEWIDE RECAPTURE: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total State Tot Receipts
Adj TCV Simulated Rate Sim Rate Dif Rept Sim Simulated
Sample Districts Per ADMW Per ADMW Per ADMW
Plush No. 18-U 482994 .41 8.05 13.89 8.87 —-4676.78 2825.84
Olex No. 11-U 183985.90 39.22 27 53 15.89 -3019.43 1839.64
McKenzie No. 68-U 171386.42 481.05 14.52 -0.43 —-606.76 1973.46
Sherman UH No. 1-UH 108781.04 231.40 9.94 4.71 ~876.13 1833.63
Central Linn No. 5562-U 92260.55 1085.50 2142 7.33 —-680.05 1418.07
Harper No. 66-U 69795.57 110.50 18.95 2.04 -80.81 1274.17
Portland No. 1J-U 67790.33 70290.56 13.33 -0.32 256.67 1318.53
Reedsport No. 105-U 67098.49 1691.90 13.41 0.92 121.46 1244.11
Bend No. 1-U 51026.99 6052.00 12.49 -2.53 374.57 1200.27
Parkrose No. 3~-U 50635.40 5745.77 13.04 -1.88 408.23 1160.80
Klamath Falls No. 1-E 47821.37 2125.00 6.74 -1.85 383.74 1250.04
Beaverton No. 48J-U 47375.79 21896.59 16.26 -2.68 376.55 1273.49
Corvallis No. 509J-U 45176.89 8098.09 20.04 -0.58 380.45 1531.29
Eugene No. 4J-U 44446.17 22260.29 15.46 -3.73 436.65 1270.36
Lake Oswego No. 7J-U 43765.06 7066.59 13.81 -3.39 419,08 1368.60
Salem No. 24J-U 43066.86 2449419 1267 -4.25 440.02 123247
Hood River No. 1-U 42828.28 3465.07 15.16 -3.01 392.29 1416.46
Burns UH No. 2—-UH 42114.67 653.90 8.21 1.31 332.30 1359.73
Medford No. 549-U 41992.99 10882.59 11.92 -3.34 426.54 1017.98
Oregon City No. 62-U 41538.87 6538.50 10.65 -3.53 501.56 1046.33
Pendleton No. 16R-U 4139241 4006.92 14.47 -3.98 420.13 1103.48
Coos Bay No.9-U 40373.96 6584.40 14.95 -4.27 508.60 1207.03
Springfield No. 19~U 39700.19 10889.84 14.93 -3.53 485.16 1232.33
Astoria No. 1-U 39190.44 2220.00 14.15 1.19 467.53 143843
Ashiand No. 5-U 38423.11 3235.00 13.02 -3.41 473.08 1138.14
Fa'ls City No. 57-U 38109.75 218.00 10.98 -3.15 664.14 1453.84
Baker No. 5J-U 37152.90 3086.30 10.94 0.17 449.07 1116.22
North Bend No. 13-U 36728.62 3751.30 13.98 -4.24 53G4.65 1226.76
Redmond No. 2J-U 36175.75 3380.60 13.85 -4.07 535.94 1246.63
Gresham No. 4-E 35476.60 3400.00 9.60 -1.60 586.04 1283.21
Ninety-One No. 91-E 32226.50 400.00 6.43 -0.35 597.78 11563.13
Creswell No. 40-U 30679.12 1092.40 12.19 -2.53 610.08 1170.81
Hermiston No. 8-U 26479.96 2790.80 1547 -1.09 632.84 1167.14
Scio No. 95C-U 25369.02 923.10 10.71 0.92 605.97 1025.20
Reedville No. 29—-E 24810.24 875.00 4.98 -2.80 619.36 1037.28
South Umpqua No. 19-U 24564.82 2554.00 10.74 2.16 596.96 1184.33
QOak Grove No. 4—-E 23904.33 200.00 7.01 -2.14 605.97 1082.86
Cascade UH No. 5-UH 23627.67 1330.00 8.34 -0.95 706.97 1255.74
ALL DISTRICTS
High 537760.75 70290.50 38.86 28.82 908.44 5145.88
90th %tile 132135.50 3400.00 21.38 7.01 612,95 1973.46
80th %tile 88677.50 1691.90 15.82 3.66 566.38 1620.75
Median 43991.03 335.00 11.22 -0.72 420.13 1244.11
20th %tile 32054.02 81.40 6.56 -2.81 -173.63 1077.79
10th %tile 27907.15 38.40 5.99 -3.70 -930.71 1018.81
Low 16119.33 4.92 2.81 -9.73 -11896.24 554.64
Total or Mean 47621.84 516233.45 395.48 1252.98
Q
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table 4-15
LOCAL GUARANTEED YIELD PLAN
WITH STATEWIDE RECAPTURE: RECEIPTS

o

State LGY Instr Categ Transport Tot Intermed Total Local Total State
Equaliz Sim Rcpt Sim Rcpt Sim  Receipts Sim Receipts Sim Rcpt Diff
Sample Districts Per ADMW Per ADMW  Per ADMW  Per ADMW Per ADMW
Plush No. 18—-U ~4763.74 0.0 83.85 137.76 7364.85 —39896.84
Olex No. 11-U —-3273.42 0.0 250.85 26.52 4832.55 -134748.31
McKenzie No. 68-UL —780.22 63.54 105.50 59.37 2432.26 -421882.81
Sherman UH No. 1-UH —997.04 9.36 108.29 13.73 2693.92 -267692.56
Central Linn No. 552—-U -771.36 24.22 63.59 35.22 2017.66 -099615.56
Harper No. 66—-U —154.65 0.0 70.35 11.76 133145 —37156.88
Portland No. 1J-U 114.31 121.42 16.65 22.18 941.80 —633088.05
Reedsport No. 105-U 79.19 10.10 28.67 111.11 1000.67 —-190110.94
Bend No. 1-U 329.16 12.10 30.10 31.05 749.87 869778.81
Parkrose No. 3—U 369.13 16.35 18.60 14.71 716.36 810684.06
Klamath Falls No. 1—-E 280.42 83.58 15.09 68.24 734.39 32272813
Beaverton No, 48J-U 338.21 10.24 24.64 8.22 880.04 3020706.00
Corvallis No. 509J—-U 304.52 39.09 33.27 14.65 1113.79 693337.19
Eugene No. 4J-U 382.26 39.52 11.12 59.79 751.53 4373443.00
Lake Oswego No. 7J—-U 379.64 13.87 22.07 16.70 924.76 1073154.00
Salem No. 24.)-U 381.38 34.33 2042 28.75 702.34 4192987.00
Hood River No. 1-U 321.75 1841 48.42 75.65 907.30 512297.25
Burns UH No. 2—UH 289.59 462 35.80 52.94 957.03 66221.69
Medford No. 549-U 385.07 18.93 18.84 24.66 546.46 1702071.00
Oregon City No.62-U 455.63 15.72 27.09 13.00 518.00 1179834.00
Pendleton No. 16R-U 367.59 13.08 35.71 18.25 638.14 570778.19
Coos Bay No. 9-U 426.82 43.04 35.01 23.24 639.60 1358607.00
Springfield No. 19-U 425.80 32.50 23.15 59.04 649.81 2312242.00
Astoria No. 1-U 416.01 21.20 26.30 12.84 910.22 354837.13
Ashland No. 5-U 419.91 35.60 1398 - 23.94 628.65 492512.75
Falls City No. 57-U 527.38 101.31 31.68 7.80 749.79 51453.25
Baker No. 5J—-U 396.36 25.27 23.83 36.96 591.73 451700.13
North Bend No. 13—-U 507.00 26.15 27.94 19.99 596.31 726909.75
Redmond No. 2J-U 489.08 12,99 30.63 29.58 647.98 666635.88
Gresham No. 4—E 539.20 12.78 30.84 6.47 679.53 739607.88
Ninety-One No. 91—-€ 544.88 227 47.14 17.50 506.59 65384.36
Creswell No. 40-U 518.53 56.70 31.07 55.86 451.25 213645.75
Hermiston No. 8-U 587.86 1212 29.74 15.01 449.61 547118.25
Scio No. 95C—-U 523.72 3140 47.68 35.33 335.56 170813.25
Reedville No. 29-E 584.52 6.21 25.42 14.06 386.55 151423.13
South Umpqua No. 19-U 536.13 27.10 30.12 111448 375.30 388561.63
Oak Grove No. 4—~E 575.12 1.09 27.00 11.04 377.35 52124.87
Cascade UH No. 5—-UH 636.35 24.82 4243 14.06 479.83 324583.19
ALL DISTRICTS
High 762.64 203.97 731.71 253.66 15094.54 4373443.00
90th %tile 544.25 61.27 117.45 111.11 2653.71 570778.19
80th %tile 502.18 37.56 74.20 59.04 1674.60 292047.25
Median 358.39 14.93 41.38 21,65 770.64 4252191
20th %tile —275.72 0.31 26.88 13.00 481.40 -38661.36
10th %tile -1099.49 0.0 21.48 10.10 432.33 —115836.38
Low -12133.49 0.0 0.0 0.0 21396 -1635803.00
Total or Mean 322.62 39.45 29.61 3141 787.19 52518784.76
L 3Y'S
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dollars stay as close to boine as possible.

The regional equahization was added
to the local guaranteed yield planin the
follewing manner. Each school district
was placed into one of three regional
districts. Al districts east of the Cas-
cades comprise District I. District I
consists of all districts west of the
Cascades except those in Clackamas,
Columbia, Multnomah and Washington
counties, which are included in District
1. The districts were selected because
of their similar tax and economic struc-
tures, and because people living in those
areas funerally identify themselves with
that region.

The total number of students and
total property value in 1973-74 were
calculated for each regional district. and
enrollment and TCV were also projected
for each vyear through 1978-79. The
calculations of ADMW, TCvV, TCV/
ADMW and the tax rate required to
raise S300/ADMW for each regional
district are shown in table 4-16.

The Eastern Oregon region has fewer
students and less total property wealth
than the two regions in Western Oregon.
However, it has stightly more wealth per
student than Western Oreaon and some-
what less than the Portiand metropohi-
tan region (District 1l1). These differ-
ences in TCV,ADMW among the
regional districts increase by 1978 79,
because of expected enrollment declings
and nsing property weaith in the metro-
politan region, Despite these expected
increases, the wealth vanation s sull
very small compared to the vanaton
which currently exists among individual
school districts.

Once the three regional districts and
their total property values are estab-
hshed, 1t is an easy matter to denve the
tax tate for each region necessary to
raise a certain number of dollars per
ADMW. This tax rate 15 then levied
against all taxable property 1 the
region, and the revenues are distributed
to the schoo! districts on a per pupil
basis.

To determme a s.hool district’s
guaranteed expenditure level under the
local guaranteed vyield schedule, the
@ al equalization district tax rate
EMC\es part of the local district's

Aruitoxt provided by Eic:

table 4-16

BASIC DATA ON THE REGIONAL EQUALIZATION DISTRICTS

Regional ADMW TCV TCV/ADMW Tax rate

Equalization necessary

Districts to raise
$300/ADMW

1973-74

Eastern 73,76 $3,541,079,697 $48,003 $6.25

Western 232,892 10,331,405,463 44,361 6.76

Metso 209,574 10,711,503,685 51,111 5.87

1974-75

Eastern 73,900 4,026,879,780 54,490 5.51

Western 234,521 11,848,989,314 50,524 5.94

Metro 207,524 12,51" : 32,505 60,293 4.98

1975-76

Eastern 73.312 4,197,975,446 57,262 5.24

Western 231,309 12,592,194 ,650 54,439 5.51

Metro 204,970 13,399,475,996 65,373 4.59

1976-77

Eastern 73,581 4,366,953,446 59,349 5.05

Western 232,736 13,326,536,052 57.260 5.24

Metro 204,403 14,276,320,201 69,844 4.30

1977-78

Eastern 73,640 4,542,193,371 61,681 4.86

Western 233,488 14,078,023,125 60,294 4.98

Metro 203,255 15,170,703,423 74,639 4.02

1978-79

Eastern 73,208 4,711,640,257 64,360 4.66

Western 232,572 14,809,824,542 63,678 4.7

Metro 200,607 16,043,186,151 79,973 3.7

school tax rate. For example, a local
distnict with a schcol tax rate of S10mn
a region with a tax rate of S3 would be
quaranteed expenditures for a tax effort
of S13.

The state equahization grant is deter-
mined by the total of the recepts from
the local school levy and the regional
yrant. State aid to a school district
would be calculated in the following
manner:

The guaranteed amount x ADMW
—mninus—

School tax rate times district TCV
—minus-

Regional Equalization Granit

—-minys—

Federal forest fees, federal impact ad,
and common school fund receipts
—equals -

State cqualization to the district

The impact of the regional equaliza-
tion districts can be seen in tables 4-17
and 4-19. Under this plan, a district is

59. €s

guaranteed a minimum of S780 ata $10
local tax rate, $50 for each additional
aollar of tax up to $16, and S35 for
each additional dollar of tax between
316 and $22. There is a S300 regional
equalization district grant, and the state
provides S200, for compensatary educs
tion students up to 5 percent, $400
between 5 percent and 10 percent, and
S600 above 10 percent.

As you can see, the addition of
regional equalization grants allows the
state 1o increase the minimum guarantee
in the LGY schedule by $20. This LGY
plan with regional equalization was
recommended to the 1975 Oregon legis-
lacure by the Committee on Equal
Educational Opportunity. fts likely im-
pact on every Oregon school district
over the next five years is presented in
the data supplement to this volume.




table 4-17
LOCAL GUARANTEED YIELD PLAN
WITH REGIONAL EQUALIZATION: DECISIONS

D100
D101
D102
D103
D116
D117
D118
D120
D200
D202
D210
D212
D215
D220
D222
D225
D228
D231
D234
D237
D238
D240
D241
D242
D243
D244
D245
D247
D250
D251
D252
D301
D303
D316
D317
D318
D320
D330
D331
D338
D340
D345
D350
D351
D360
D361
D362
D363
D364
D400
D401

Year to be Simulated

Kindergarten Cost Factor

Grades 1-8 Cost Factor

Grades 9-12 Cost Factor

Comp Ed Cost Factor (1st .5 of ADM)
Comp Ed Cost Factor {(5%~-10% of ADM)
Comp Ed Cost Factor {Over 10% of ADM)
Necessary Small Schoo! Cost Factor

Flat Grant Program

Amount of Flat Grant {S/ADMW)
Foundation Program

Amount of Foundation (S/ADMW)

Fndn Reqd Local Effort {S/1000)

Local Guaranteed Yield (LGY)

LGY Required Local Effort {(S/1000)
LGY Amt at Reqd Local Effort (S/ADMW)
LGY Lower Line Rate (S/MILL/ADMW)
LGY Upper Line Rate {S/MILL/ADMW)
LGY Kink Point Tax Rate {(S/1000)

LGY Max Allowed Tax Rate {S/1000)
Dist Allowed to Tax Above LGY Max Rate
District Tax Rate

Elementary Specified Tax Rate (S/1000)
High School Specified Tax Rate (S/1000)
Unified Specified Tax Rate {S/1000)

% of 73-74 Unrestr Rcpt to be Maintained
Tax Rate Limit

Amt Ra *2d by Eq Dists (S/ADMW)

Amt Raised by IED Equalizing {S/ADMW)
IED Equalizing Tax Rate

1ED Eq Rate if Specified (S/$1000)

Grant for Kindergarten {S/Student)

Grant for Special Students (% of 73-74)
Grant for Comp Ed (1st 5% of ADM)
Grant for Comp Ed (5%-10% of ADM)
Grant for Comp Ed (Over 10% of ADM)
Grant for Necessary Small Schools (S/Stud)
Transportation Present Allotment
Transportation Percent of Reimb Costs
Debt Service Percent of Present Expend
Basis for District Type Adjustment

TCV Year Used in Equalization Programs
Non-Residential TCV Locally Taxable
Non-Residential TCV Taxable by IED
State Recapture Allowed

Districts Held Harmless

Cost of Living Adjustment

Max % Increase in Tot Rcpts Over 73-74
Use Cherry factor for Portland

Districts Printed

Print Order

1973-74
0.50
1.00
1.30
0.0
0.0
0.0
0.0
No

0.0
No

0.0

0.0
Yes
10.00
780.00
50.00
35.00
16.00
22.00
Yes
Mnt Rcpt

0.0

0.0
Specif

0.0

0.0
100.00
200.00
400.00
600.00

Present
Previous
Yes

Yes

No

No

No

Not Used
No
Sample
County
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table 4-18
LOCAL GUARANTEED YIELD PLAN
WITH REGIONAL EQUALIZATION: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total State Tot Receipts

Adj TCV Simulated Rate Sim Rate Dif Rcpt Sim Simulated
Sample Districts Per ADMW Per ADMW Per ADMW
Plush No. 18-U 482994.41 8.05 9.66 4,64 86.96 2825.84
Olex No. 11-U 183985.90 39.22 14.36 2.72 253.99 1839.64
McKenzie No. 68-—-U 171386.42 481.05 1498 0.03 173.46 1973.46
Sherman UH No. 1-UH 108781.04 231.40 7.67 244 120.91 1833.63
Centrai Linn No. 552U 92260.55 1085.50 16.57 248 91.32 1418.08
Harper No. 66U 69795.57 110.50 17.26 0.35 173.64 1274.17
Portland No. 1J-U 67790.33 70290.56 13.65 0.0 33293 1318.53
Reedsport No. 1:)5-U 67098.49 1691.90 13.82 1.33 247.70 1244.10
Bend No. 1-U 51026.99 6052.00 13.10 -1.92 362.04 1200.27
Parkrose No. 3—-U 50635.40 5745.77 13.71 -1.21 37162 1160.80
Kiamath Falls No. 1—E 47821.37 2125.00 6.87 -1.72 372.27 1250.04
Beaverton No. 48J—-U 47375.79 21896.59 15.84 -3.10 37453 1273.49
Corvallis No. 509J-U 45176.89 8098.09 18.48 -2.14 456.59 1531.29
Eugene No. 4J-U 44446.17 22260.22 15.32 -3.87 443.73 1270.36
Lake Oswego No. 7J-U 43765.06 7066.59 13.78 -342 377.35 1368.60
Salem No. 24J-U 43066.86 24494.19 12.88 ~-4.04 422,00 123247
Hood River No. 1-U 42828.28 3465.07 14.70 -347 379.71 1416.46
Burns UH No. 2—-UH 42114.67 653.90 7.47 0.57 374.15 1359.73
Medford No. 549—-U 41992.99 10882.59 12.35 =291 392.64 1017.98
Oregon City No. 62—-U 41538.87 6538.50 11.35 -2.83 396.63 1026.58
Pendleton No. 16R—U 41392.41 4006.92 14.22 —-4.23 389.10 110348
Coos Bay No. 9~-U 40373.96 6584.40 14.76 -4.46 489.17 1207.03
Springfield No. 19--U 39700.19 10889.84 14.72 -3.74 461.97 1232.33
Astoria No. 1—-U 39190.44 2220.00 14.09 1.13 435.06 1438.43
Ashland No. 5-U 38423.11 3235.00 13.14 -3.29 428.18 1138.14
Falls City No. 57-U 38109.75 218.00 11.27 -2.86 537.90 1380.86
Baker No. 5J-U 3715290 3086.30 10.94 0.17 369.38 1104.35
North Bend No. 13U 36728.62 3751.30 14.31 -391 501.13 1226.76
Redmond No. 2J-U 36175.75 3380.60 13.93 -3.99 459.23 1246.63
Gresham No. 4-E 35476.60 3400.00 9.48 -1.72 501.30 1283.21
Ninety-Orne No.91—-E 32226.50 400.00 6.43 -0.35 427.27 1093.46
Creswell No.40-U 30679.12 1092.40 12.91 -1.81 495.38 1170.81
Hermiston No. 8=U 26479.96 2790.80 15.08 -1.48 508.81 1167.14
Scio No. 95C—-U 25369.02 923.10 10.71 0.92 45745 1005.12
Reedville No. 29~E 24810.24 875.00 5.20 —-2.58 445.24 1029.89
South Umpqua No. 19-U 24564.82 2554.00 10.74 2.16 427.83 1149.08
Qak Grove No. 4—E 23904.33 200.00 6.88 -2.27 474.51 1082.86
Cascade UH No. 5—-UH 23627.67 1330.00 8.02 -1.27 580.28 1255.75
ALL DISTRICTS
High 537760.75 70290.50 27.07 17.03 745.24 5145.88
90th %tile 132135.50 3400.00 17.18 344 503.64 1973.46
80th %tile 88677.50 1691.90 14.47 2.15 464.75 1643.14
Median 43991.03 335.00 11.22 -0.66 39949 1244.10
20th %tile 32054.02 81.40 6.71 -2.66 189.23 1081.74
10th %tile 27907.15 38.40 6.22 -3.59 117.24 1017.13
Low 16119.33 4.92 4.11 -10.11 24.61 825.54
Total or Mean 4762184 516233.45 39384 1247.44
Q
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table 4-19
LOCAL GUARANTEED YIELD PLAN

WITH REGIONAL EQUALIZATION: RECEIPTS

State LGY Instr Categ Transport  Tot Intermed Total Local Total State
Equaliz Sim Rcpt Sim Rcpt Sim  Receipts sim  Receipts Sim Rept Diff
Sample Districts Per ADMW Per ADMW Per ADMW Per ADMW Per ADMW
Plush No. 18-U 0.0 00 83.85 437.76 2301.12 -1548.77
Olex No. 11U 0.0 0.0 250.85 326.56 1259.10 —-6364.83
McKenzie No. 68—-U 0.0 63.54 105.50 359.37 1352.04 —46559.45
Sherman UH No. 1-UH 0.0 9.36 108.29 313.73 1396.87 -36976.75
Central Linn No. 552-U 0.0 2422 63.59 335.22 946.29 —162299.56
Harper No. 66—-U 99.80 0.0 70.35 311.76 777.00 —-9040.36
Portland No. 1J-U 190.56 12142 16.65 322.18 565.55 4726687.00
Reedsport No. 105-U 205.44 10.10 28.67 411.11 574.42 23486.50
Bend No. 1-U 316.62 12.10 30.10 331.05 462.40 793935.81
Parkrose No. 3-U 332.53 16.35 18.60 314.71 452.96 600383.06
Klamath Falls No. 1-E 268.94 83.58 15.09 368.24 445.86 298352.31
Beaverton No. 48J-U 336.18 10.24 24.64 308.22 582.07 2976384.00
Corvallis No. 509J-U 380.66 39.09 33.27 314.65 737.65 1309927.00
Eugene No. 4J-U 389.34 3952 11.12 359.79 444 .45 4531175.00
Lake Oswego No. 7J-U 337.91 13.87 22.07 316.70 666.49 778312.44
Salem No. 24J-U 363.35 34.33 20.42 328.75 420.36 3751467.00
Hood River No. 1-U 309.17 1841 48.42 375.65 619.88 468703.06
Burns UH No. 2—-UH 33144 462 35.80 352.94 615.18 93587.44
Medford No. 549-U 351.16 18.93 18.84 324.66 280.37 1333081.00
Oregon City No. 62-U 350.70 156.72 27.09 313.00 303.19 493746.75
Pendleton No. 16R-U 336.56 13.08 35.71 318.25 369.18 446410.75
Coos Bay No. 9-U 407.40 43.04 35.01 323.24 359.03 1230706.00
Springfield No. 19-U 402.61 32.50 23.15 359.04 373.00 2059650.00
Astoria No. 1-U 383.53 21.20 26.30 312.84 642.70 282749.00
Ashland No. 5-U 375.01 35.60 13.98 323.94 373.55 347263.00
Falls City No. 57—-U 401.14 101.31 31.68 307.80 503.05 23933.11
Baker No.5J-U 316.68 25.27 23.83 336.96 359.54 205777.75
North Bend No. 13-U 443.43 26.15 27.94 319.99 359.87 488455.75
Redmond No. 2J—-U 412.37 12.99 30.63 329.58 424.69 407303.88
Gresham No. 4-E 454.46 12.78 30.84 306.47 464.27 451495.25
Ninety-One No. 91-E 374.36 2.27 47.14 317.50 317.44 —2820.90
Creswell No. 40-U 403.83 56.70 31.07 355.86 265.95 88348.88
Hermiston No. 8-U 463.83 1212 29.74 315.01 273.63 200981.38
Scio No. 95C-U 375.20 3140 47.68 335.33 164.00 33717.56
Reedville No. 29—E 41040 6.21 25.42 314.06 253.29 —937.28
South Umpqua No. 19-U 367.00 27.10 30.12 414.48 209.18 -43397.51
Qak Grove No. 4—-E 443.67 1.09 27.00 311.04 208.81 25832.98
Cascade UH No. 5—UH 509.66 24.82 42.43 314.06 306.52 156082.75
ALL DISTRICTS
High 609.05 203.97 731.71 553.96 4240.11 4726687.00
90th %tile 413.82 61.27 117.45 411.10 1334.70 423007.69
80th %tile 393.72 37.56 74.20 359.04 1070.98 164034.88
Median 330.11 14.93 41.38 321.64 480.41 22662.36
20th %tile 0.0 0.31 26.88 313.00 276.96 —4747.09
10th %tile 0.0 0.0 21.48 310.10 229.75 —16991.25
Low 0.0 0.0 0.0 300.00 57.94 -343910.19
Total or Mean 320.99 3945 29.61 331.41 483.28 51675267.49
Y4
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IED Equalization

If neither statewide recapture nor
regional equahization 1s included 1n the
state finance program, it would be
possible to modify the existing |ED
equalization levy to provide recapture at
the county level. Instead of each I|ED
collecting an amount equal to one-half
of th= current operating levies of com-
ponent school districts and redistr-
buting the money on a per pupd basis,
this plan would call for a uniform tax
on all property within the IED to raise,
for example, S300 per student. Tt
money would then be redistributed to
individual school districts on a per pupil
basis and would be treated just like a
regional equalization grant in calculating
state aid under the local guaranteed
vield program. Tables 4-20 and 4-22
show the results of this plan. Recapture
at this level provides some local equali-
zation, but less than with regional
equalization.

The inclusion of any one of these
recapture proposals would increase the
equity of any of the local guaranteed
yield plans presented earlier.

table 4-20
LOCAL GUARANTEED YIELD PLAN
WITH IED EQUALIZATION: DECISIONS

D100
D101
D102
D103
D116
D117
D118
D120
D200
D202
D210
D212
D215
D220
D222
D225
D228
D231
D234
D237
D238
D240
D241
D242
D243
D244
D245
D247
D250
D251
D252
D301
D303
D316
D317
D318
D320
D330
D331
D338
D340
D345
D350
D351
D360
D361
D362
D363
D364
D400
D401

Year to be Simulated

Kindergarten Cost Factor

Grades 1-8 Cost Factor

Grades 9-12 Cost Factor

Comp Ed Cost Factor {15t 5% of ADM)
Comp Ed Cost Factor (5%—10% of ADM)
Comp Ed Cost Factor (Over 10% of ADM)
Necessary Small School Cost Factor

Flat Grant Program

Amount of Flat Grant (S/ADMW)
Foundation Program

Amount of Foundation {S/ADMW)

Fndn Reqd Local Effort {S/1000)

Local Guaranteed Yield (LGY)

LGY Required Local Effort (S/1000)
LGY Amt at Reqd Loca!l Effort {S/ADNIW)
LGY Lower Line Rate (S/MILL/ADMW)
LGY Upper Line Rate {S/MILL/ADMW)
LGY Kink Point Tax Rate {S/1000)

LGY Max Allowed Tax Rate {S/1000)
Dist Allowed to Tax Above LGY Max Rate
District Tax Rate

Elementary Specified Tax Rate (S/1000)
High Schoo! Specified Tax Rate ($/1000)
Unified Specified Tax Rate {S/1000)

% of 73-74 Unrestr Rcpt to be Maintained
Tax Rate Limit

Amt Raised by Eq Dists {(S/ADMW)

Amt Raised by 1ED Equalizing {S/ADMW)
IED Equalizing Tax Rate

1ED Eq Rate if Specified {$/S1000)
Grant for Kindergarten (S/Student)
Grant for Special Students (% of 73-74)
Grant for Comp Ed (15t 5% of ADM)
Grant for Comp Ed (5%—10% of ADM)
Grant for Comp Ed {Over 10% of ADM)
Grant for Necessary Small Schools {S/Stud)
Transportation Present Allotment
Transportation Percent of Reimb Costs
Debt Service Percent of Present Expend
Basis for District Type Adjustment

TCV Year Used in Equalization Programs
Non-Residential TCV Locally Taxable
Non-Residential TCV Taxable by IED
State Recapture Allowed

Districts Held Harmless

Cost of Living Adjustment

Max % Increase in Tot Rcpts Over 73-74
Use Cherry factor for Portland

Districts Printed

Print Order

1973-74
0.50
1.00
1.30
0.0
0.0
0.0
0.0

No
0.0
No
0.0
0.0
Yes
10.00
780.00
50.00
35.00
16.00
22.00
Yes
Mnt Rept
0.0
0.0
0.0
100.00
No
0.0
300.00
Specif
0.0
0.0
100.00
200.00
400.00
600.00
0.0
No
75.00
0.0
Present
Previous
Yes
Yes
No
No
No
Not Used
No
Sample
County




table 4-21
LOCAL GUARANTEED YIELD PLAN
WITH IED EQUALIZATION: RESULTS

Present Year Weighted ADM Tot Oper Tax Oper Tax Total .tate Tot Receipts
Adj TCV Simulated Rate Sim Rate Dif Rept Sim Simulated
Sample Districts Per ADMW Per ADMW Per ADMW
Plush No.18-U 482994 .41 8.05 7.92 2.90 86.96 2825.84
Olex No. 11-U 183985.90 39.22 11.02 -0.62 253.99 1839.64
McKenzie No. 68—-U 171386.42 481.05 15.13 0.18 173.46 1973.46
Sherman UH No. 1-UH 108781.04 23140 6.07 0.84 120.91 1833.63
Central Linn No. 552-U 92260.55 1085.50 16.05 1.96 91.32 1418.08
Harper No. 66—U 69795.57 110.50 17.31 0.40 230.76 1274.17
Portland No. 1J-U 67790.33 70290.56 13.57 -0.08 293.79 1318.53
Reedsport No. 105-U 67098.49 1691.90 13.68 1.19 176.84 124411
Bend No. 1-U 51026.99 6052.00 13.12 -1.90 366.34 1200.27
Parkrose No. 3—-U 50635.40 5745.77 13.61 -1.31 343.98 1160.80
Klamath Falls No. 1—-E 47821.37 2125.00 6.92 -1.67 449.68 1250.04
Beaverton No. 48J-U 47375.79 21896.59 15.93 -3.01 420.66 1273.49
Corvallis No. 509J-U 45176.89 8098.09 18.49 -2.13 463.55 1531.29
Eugene No. 4J—~U 44446.17 22260.29 15.33 -3.86 449.65 1270.36
Lake Oswego No. 7J-U 43765.06 7066.59 13.87 -3.33 427.86 1368.60
Salem No. 24)-U 43066.86 2449419 12.93 -3.99 452.39 1232.47
Hocd River No. 1-U 42828.28 3465.07 14.74 -3.43 410.24 1416.46
Burns UH No. 2-UH 42114.67 653.90 7.45 0.55 325.25 1359.73
Medford No. 549U 41992.99 10882.59 1241 -2.85 424.72 1017.98
Oregon City No. 62-U 41538.87 6538.50 11.55 -2.63 440.25 1026.58
Pendleton No. 16R~-U 41392.41 4006.92 14.27 -4.18 448.93 1103.48
Coos Bay No. 9-U 40373.96 6584.40 14.83 -4.39 523.11 1207.03
Springfield No. 19-U 39700.19 10889.84 14.73 -3.73 467.38 1232.33
Astoria No. 1-U 39190.44 2220.00 14.03 1.07 376.16 1438.44
Ashland No. 5—-U 38423.11 3235.00 13.18 -3.25 457.98 1138.14
Falls City No. 57-U 38109.75 218.00 11.48 -2.65 569.81 1380.86
Baker No.5J-U 37152.90 3086.30 10.94 0.17 339.20 1105.27
North Bend No. 13-1 36728.62 3751.30 14.41 -3.81 530.49 1226.76
Redmond No. 2J-U 36175.75 3380.60 13.94 -3.98 462.44 1246.63
Gresham No. 4—-E 35476.60 3400.00 9.47 -1.73 499.11 1283.21
Ninety-One No. 91-E 32226.50 400.00 6.43 -0.35 474.17 1074.39
Creswell No. 40-U 30679.12 1092.40 12.93 -1.79 499.29 1170.81
Hermiston No. 8-U 26479.96 2790.80 15.14 -1.42 546.82 1167.14
Scio No. 95C-U 25369.02 923.10 10.71 0.92 445,52 1006.27
Reedville No. 29-E 24810.24 875.00 5.39 -2.39 544 .46 1029.89
South Umpqua No. 19-U 24564.82 2554.00 10.74 2.16 403.79 115443
Oak Grove No. 4-E 23904.33 200.00 6.98 -2.17 553.10 1082.86
Cascade UH No. 5—-UH 23627.67 1330.00 7.98 -1.31 529.66 1255.75
ALL DISTRICTS
High 537760.75 70290.50 28.08 14.26 815.98 5145.88
90th %tile 132135.50 3400.00 16.37 3.02 553.95 1991.19
80th %tile 88677.50 1691.90 14.73 1.65 510.54 1668.18
Median 43991.03 335.00 10.98 -0.58 410.85 1241.32
20th %tile 32054.02 87.40 6.66 -2.63 191.81 1077.18
10th %tile 27907.15 38.40 6.16 ~3.52 113.57 1014.17
Low 16119.33 4.92 4.1 -10.06 39.74 823.21
Total or Mean 47621.84 516233.45 398.07 1247.24
Q
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table 4-22
LOCAL GUARANTEED YIELD PLAN
WITH IED EQUALIZATION: RECEIPTS

State LGY Instr Categ Transport  Tot Intermed Total Local Total State

Equaliz Sim Rcpt Sim Rcpt Sim  Receipts Sim  Receipts Sim Rcpt Diff
Sample Districts Per ADMW Per ADMW Per ADMW Per ADMW Per ADMW
Plush No. 18-U 0.0 0.0 83.85 437.76 2301.12 -1548.77
Otex No. 11-U 0.0 0.0 250,85 326.55 1259.10 -6364.83
McKenzie No. 68—-U 0.0 63.54 105.50 359.37 1352.04 -46559.45
Sherman UH No. 1-UH 0.0 9.36 108.29 313.73 1396.87 -36976.75
Central Linn No. 552-U 0.0 24.22 63.59 335.22 946.29 -162299.56
Harper No. 66~U 156.92 0.0 70.35 311.76 719.88 -2728.43
Portland No. 1J-U 151.42 121.42 16.65 322.18 604.69 1975775.00
Reedsport No. 105-U 134.58 10.10 28.67 411.11 645.28 -96406.44
Bend No. 1-U 320.92 12.10 30.10 331.05 458.10 819954.81
Parkrose No. 3-U 304.88 16.35 18.60 314.71 480.61 441523.06
Kiamath Falls No. 1-E 346.35 83.58 15.09 368.24 368.45 462844.38
Beaverton No. 48J-U 382.32 10.24 24.64 308.22 535.93 3986552.00
Corvallis No. 509J-U 387.62 39.09 33.27 314.65 730.70 1366254.00
Eugene No. 4J-U 395.26 39.52 11.12 359.79 438.53 4662917.00
Lake Oswego No. 7J-U 388.42 13.87 22.07 316.70 615.98 1135234.00
Salem No. 24J-U 393.74 34.33 20.42 328.75 389.97 4495823.00
Hood River No. 1-U 339.71 18.41 48.42 375.65 589.34 574511.63
Burns UH No. 2-UH 282.54 4.62 35.80 352.94 664.08 61615.08
Medford No. 549-U 383.24 18.93 18.84 324.66 248.29 1682175.00
Oregon City No. 62—~U 394.33 15.72 27.09 313.00 259.57 778975.75
Pendleton No. 16R—-U 396.39 13.08 35.71 318.25 309.35 686161.63
Coos Bay No. 9-U 441.34 43.04 35.01 323.24 325.09 1454169.00
Springfield No. 19-U 408.02 32.50 23.15 359.04 367.59 2118574.00
Astoria No. 1-U 324.64 21.20 26.30 312.84 701.60 151994.75
Ashland No. 5-U 404.80 35.60 13.98 323.94 343.76 443647.38
Falls City No. 57-U 433.05 101.31 31.68 307.80 471.14 30888.48
Baker No. 5J-U 286.49 25.27 23.83 336.96 390.65 112614.75
North Bend No. 13-U 472.79 26.15 27.94 319.99 330.51 598603.75
Redmond No. 2J-U 415.5/ 12.99 30.63 329.58 421.48 418146.56
Gresham No. 4-E 452.27 12.78 30.84 306.47 466.46 444052.88
Ninety-Cne No. 91~E 421.27 2.27 47.14 317.50 251.47 15940.52
Creswell No. 40-U 407.74 56.70 31.07 355.86 262.04 92621.56
Hermiston No. 8—U 501.84 12.12 29.74 315.01 235.62 307066.88
Scio No. 95C-U 363.27 31.40 47.68 335.33 177.08 22702.56
Reedville No. 29-E 509.62 6.21 25.42 314.06 154.06 85883.63
South Umpqua No. 19-U  ° 342.96 27.10 30.12 414.48 238.57 -104797.38
Oak Grove No. 4—E 522.26 1.09 27.00 3.1.04 130.22 41551.08
Cascade UH No. 5—-UH 459.04 24.82 42.43 314.06 357.13
ALL DISTRICTS
High 670.18 203.97 731.71 553.96 4240.11 4662917.00
90th %tile 461.94 61.27 117.45 411.10 1350.70 444052.88
80th %tile 430.19 37.56 74.20 359.04 1084.53 169019.25
Median 344.97 14.93 4138 321.64 463.77 24253.79
201th %tile 0.77 0.31 26.88 313.00 245.03 ~4565.66
10th %tile 0.0 0.0 21.48 310.10 185.35 -22700.46
Low 0.0 0.0 0.0 300.00 -13.04 -1026039.00
Total or Mean 325.21 39.45 29.61 331.41 478.85 53855343.56
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CONCLUSION
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Aruitoxt provided by Eic:

This chapter has presented four alter-
native school finance plans for Oregon.
The foundation phase-in plan would
substantially increase the equity of the
state’s present foundation program by
substituting equalization grants for flat
grants, adding a statewide recapture
provision, and placing a cap on local
school tax effort.

The local guaranteed vield plan
would guarantee that every schoo! dis-
trict which exerts the same local tax
effort would have the same number of
dollars to spend per pupil. It would
allow each school district to decide how
much to spend for education, while
using state aid to equalize the fiscal
ability of local districts.

The total tax equalization plan
would take into account the total tax
burden of local taxpayers by distri-
buting state school aid on the basis of
total tax effort rather than school tax
effort.

The available wealth equalization
plan also adjusts for the higher non-
educational costs in some districts. It
would do this by adjusting the taxable
property value of each district according
to the ratio of school taxes to non-
school taxes.

The chapter also has described three
possible ways of adding a recapture
provision to the state school finance
formula.

Each of the plans presented would
increase the equity of the present school
finance system in Oregon. Each plan,
with the exception of the available
wealth equalization plan, would give
school districts equal ability to finance
educational programs, while leaving the
choice of educational programs at the
local level. Equal pay for equal work is a
principle that most Americans respect
and wunderstand. A srhool finance
system based on the principle of equal
dollars to spend for equal tax effort
would also be understuud and accepted
by most Oregonians.
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INTRODUCTION

Aruitoxt provided by Eic:

The overriding concern in recent
court cases involving schoo! finance has
been equal access to education. Some
state courts have asserted that education
should not depend cn the wealth of a
district, but only on the wealth of the
state as @ whole.! In other words, the
state school finance system should be
fiscally neutral.

Fiscal neutrality does not require
equal expenditures, however. The courts
have explicitly allowed variation in local
expenditures per pupil when the varia-
tions are not wealth-related. For
example, districts which exert a greater
tax effort can have a higher level of
spending. Districts which have excep-
tional costs (because of more handi-
capped children, for instance) may also
spend more at the same tax effort. In
other words, adjustments to state school
finance formulas are permitted when
they are based on identifiable cost
differentials.

An underlying assumption of many
court decisions has been that certain
fundamental benefits accrue from
education and that each child is entitled
to equal access to an education which
can provide those benefits. Also implicit
in some rulings is the understanding that
some children will require a greater
expenditure of resources to gain the
same educational benefits available to
other children.

Equal educational opportunity, then,
cannot be guaranteed by equalization of
fiscal ability alone. Specific educational
needs should be taken into account.
Any state program directed toward
equity must consider those instances
where it costs schools more to provide
an adequate education. Not all these
cases are related to children with special
educational needs. There are some areas
where the cost of operating schools is
higher because of external factors such
as the cost of living, the cost of con-
struction, or unusual transportation
costs.?

It is necessary, therefore, to adjust a
basic school finance formula that
assures equality of tax effort by in-
cluding categorical grants or other dif-
ferential factors. In Oregon we believe
additional state expenditures for gnggjl
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education, compensatory education,
occupational education, school facili-
ties, transportation, and necessary but
costly small schools would substantially
improve the equity of the state’s school
finance system. This chapter describes
the specific problem involved in each of
these areas and offers alternative
methods of dealing with each problem.

It is important to note that many of
these adjustments for special educa-
tional needs are of particular impor-
tance to urban school districts. It is in
the cities that the highest concentration
of children requiring additional educa-
tional services is found. Table 5-1 shows
the incidence of children requiring
high-cost educational services in the
Portland School District, the state’s
largest central city school district.

As is true of most cities, Portland has
a higher percentage of students from
poor and socially disadvantaged families
than the state as a whole.® In 1973-74
Portland, with 13.5 percent of the
public school children in the state, had
19 percent of the children from families
with less than $2,000 income in Oregon
and 30 percent of the children from
families receiving AFDC funds. As table
5-1 shows, approximately 24 percent of
the compensatory education students in
the state are in the Portland district.
Federal funds provide support for only
40 to 50 percent of the students
entitled to support under federal guide-
lines. As a result, the Portland district
must pick up more than half the costs
of the compensatory programs required
for the disporportionately large number
of socially and economically dis-
advantaged students enrolled in its
schools.

Handicapped children requiring
expensive special education programs
are also more numerous in Portland.
Figures provided by the Division of
Special Education of the State Depart-
ment of Education indicate that Port-
land has a slightly higher proportion of
handicapped students than the state as a
whole.

Unusually high demand for career
and vocational education also places an
extra burden on urban school districts.
As more low-income families and racial




table 5-1
INCIDENCE OF HIGH COST PROGRAMS 197374

Portland 1J Rest of State State Total

No. of % of No. of % of No. of
Students State Students State Students

Total Total

Total Student Population 52,569 13.56 402,342 86.5 464911
Title | (Comp. Ed. Students) 8472 24 26,958 76 35,430
AFDC Recipients (For Title |

Entitlement) 7,106 30 16,469 70 23,575
Low Income {$2000 Income

In Title 1) 3,717 19 15,866 81 19,583
Special Education Students 4,974 17 24,160 83 29,134
Vocational Education Student

Receiving Federal Funds 7,055 23 23,467 77 30,522

Source: data provided by Oregon State Department of Education.

minorities concentrate in the cities, the
number of city students for whom high
school is the end of formal schooling
increases. Rather than college prepara-
tory programs, these students demand
vocational training programs to equip
them for jobs. Many vocational pro-
grams require special facilities and
equipment and must be conducted with
small groups of students.?® These factors
naturally lead to higher costs. Under
present federal funding arrangements,
Portland receives assistance for 7,055
students, or 23 percent of the students
enrolled in federally approved voca-
tional education programs.

It should also be emphasized that the
orograms discussed in this chapter
require expenditures beyond those
guaranteed by the basic state school
finance formula. Some children cannot
receive the full benefits of an education
unless a district spends more money for
their education. Depending un the con-
centration of thase students, the special
programs designed for them may drain
the local resources of a district. There
are also situations in which some dis-
tricts have to pay more for the same
services.

To expect local school districts to
assume these added costs does not serve
the cause of equal educat’ -al oppor-
tunity.® Either the stude.  will not

receive the services or ncreased

expense must be taken of the

alraaddy depleted tax base. In either case bas
(eady dep ‘3

E TC~:he children who needlessly suffer.

Y N
FulText provied by RIC 7 1
.
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SPECIAL EDUCATION’

Aruitoxt provided by Eic:

Any state guaranteeing free public
education must deal with the problems
of educating the exceptional or handi-
capped child. Exceptional children are
those who differ from the average child
in mental, sensory, physical, social,
emotional, or communication abilities
te such an extent that they require
specral educational services in order to
develop to their maximum capacily."

Meeting the needs of these children is
a monumental task which requires
higher expenditures per child, because
of the need for special facilities and
specially trained personnel. Because
there are different types of handicaps,
several state and federal agencies are
often involved. Seldom is there ~= over-
all system to deliver s iecial ed: :ation,
and seldom are the resources allocated
sufficient.

As with school finance in general,
increasing public awareness about the
education and treatment of handi-
capped children and pressure from court
cases have caused states to review their
approach to special education. In 1973
the Oregon legislature resolved that the
mentally retarded and developmentally
disabled person has a right to as normal
a life as possible. It defined normaliza-
tion to mean ‘‘that despite any limita-
tion, each retarded or developmentally
disabled person shall be provided the
maximum opportunity to participate in
usual living experiences including educa-
tion, work, and social activities that
permit development to his highest
potenual.”” Further, the legislature
stated that the opportunity for normah
zation is a birthnight of every citizen, as
well as a proper investment for the good
of society.

The 1973 legislature also repealed
the statute that formerly excluded cer-
tain mentally and physically handi-
capped children from the required
attendance n full time public schools.
The revised statute required the public
schools to provide such children “either
home, hospital, institutional or other

“The authors wish to acknowledge the
assistance of Mr. Rudolph Marshall in
the preparation of the section on special
edut_:alion.
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regularly scheduled and suitable mstruc-
tion meeting standards of the State
Board of Education,”® wunless such
children were already receiving suitable
instruction in a state or regional institu-
tion.

According to an opinion of the
Oregon Attorney General, this legisla-
tion requires the public schools to
provide regular instruction for virtually
every mentally or physically handi-
capped child in the state. ‘"The philoso-
phy of the new law clearly is that if a
child is unable for health or other
reasons to attend schools, the district
must otherwise provide for his instruc-
tion."”?

This obligation, the opinion stated,
was not contingent upon the availability
of any state program. If the school
district does not or cannot provide
suitable regularly scheduled instruction
"It cannot escape the obligation im-
posed by [the legislation]. There is no
out for the school district; it must meet
its obligation to the child under the
statute as amended.’*! ?

The state of Oregon has admirably
affirmed the right of handicapped
children to an adequate education, but
at the same time it has placed the major
fiscal burden of meeting this obligatiéh”
on the local school district. Without
financial help from the state and the
federal government, many local districts
have been unable to raise enough money
to provide these legislatively mandated
programs.

Implicit in the new statutes, then, is
a2 need to reform the state system of
grants for special education. In 1972-73
approximately $17 mullion was spent on
special education in Oregon. Of this
amount, 10.4 percent came from federal
sources, 30.1 percent was contributed
by the state, and 59.4 percent was
provided by the local districts. In the
same year the state served 32,182 handi-
capped children (but estimates indicate
this was only about two-thirds of the
handicapped children in the state).
Presently there is no overall framework
for delivery of special education, and
the level of funding does not cover all of
the extra costs of special education
programs. Also, the limited information




available indicates there are siequities in
the distribution of state grants,

It appecrs there will be more federal
money available to states for special

education.' ' But «f the intent to pro-

vide education for every handicapped
child w1 the state s to be carmed out,
these additional federal approgiiations
will be insufficient. Consequently, it
will be up to the state whether every
handicapped child has access to an
appropnate special education program
or 1s effectively demed access to such
programs.

The Oregon Situation

Oregon’s handicapped population is
served through fi-e acts of legislation.
the Handicapped Children Law, the
Mentally Retarded Children Law, the
Emotionally Handicapped Children
Law, the Trainable Mentally Retarded
Law and the Children’s Mental Health
Services Law. The first three are admin-
istered by the Supernintendent of Public
Instruction, the fourth and fifth by the
Mental Health Division. Each of these
laws nvolves separate and different
funding mechanisms which evolved
independently. In addition, the state
operates six regional facilities for deaf,
blind and physically handicapped
youths and six hospitals for physically
handicapped children.

The Handicapped Children Law is
intended to reimburse school districts
for the extra cost of educating the
handicapped child.'® However, the stat-
utes limit th:s aid to one and one-half
times the school district’s per-capita
expenditures. Claims are made by local
distnicts on the basis of their previous
year’s expenditures. When categorical
funds are not adequate to pay claims in
full the claims are subject to prorating
(this 1s usually the case). In 1972-73 the
state provided over $1.3 million through
this statute to help finance programs for
more than 24,000 children.

The Mentally Retarded Children Law
reimburses school distncts on a flat
grant basis. Districts receive a maximum
of $4,000 per special class. Like the
handicapped programs, claims are sub-
mitted based on the previous year’s
exlnendnures. This law also calls for
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prorating if funds are insufficient to pay
the full amount of all approved claims.
In 1972 73, the state provided over S$1.4
million to help finance programs for
4,454 educabie mentally retarded child
ren.

Reimbursement under the Emotion
ally Handicapped Children Law is made
on a special class and approved budget
basis. Unlike the above programs, it
controls the amount of state aid
through prior approval of cost estimates
for each operating year, there is no
direct aid limitation or proration fea-
ture. In 1972-73 the state spent
$50,000 on programs for 63 children
covered under this law.

Regional facilities and other special
programs enrolled 1,779 children for
1973-74. The state expended over $1.5
milion n  1972-73 on these pro-
grams.'?

In addition to the above programs,
the Mental Health Dwvision provided
services to 1,516 trainable retarded
children 1n 1973-74 through contracts
with general hospitals and public or
prnivate day care and residential treat-
ment programs. The division spent
approximately S800 thousand on these
services in 1973-74.'4

The funds available under these
vanous statutes and from federal
sources are dispersed to hospital or
regional facihities, private institutions,
intermediate education districts and
local school districts who are then
charged with the delivery of various
services. In 1972-73 approximately $1.8
million from Federal sources and $10.2
million from state sources was spent on
services for these children.

THE NUMBER OF
HANDICAPPED CHILDREN

Information on the needs and loca-
tion of the 32,182 children served in
Oregun n 1973.74 s available and
appears to be reasonably reliable. How-
ever, information on the severity of
these children’s handicaps and all in-
formation about children not being
presently served is wanting. The Region-
al Resource Center in Eugene estimates
that 9.96 percent of Oregon’s school-age
population s handicapped. The Oregon
State , Department of Education h&%t
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at least two estimates of the percent
of children needing special services.
Explicitly, the department estimates
that 19.8 percent of the school-age
population is handicapped. However,
in a report that identifies the num-
ber of handicapped children (instead
of percentage), the estimated number
is approzimately 11.39 percent of
the total school-age population.'’
The latest figures issued by the U.S.
Office of Education indicate that
10.035 percent of the American
school-age population is handicapped,
and various other researchers have
estimated that between 8.69 percent
to 35.05 percent of the schoolage
population to be in need of special
services. Table 5-2 compares and
contrasts each of these estimates.

Column seven of table 5-2 presents
estimates which we have used in our
analysis. While there seems to be no
general consensus on any of these esti-
mates, we feel that those in column
seven reflect the proper order of magni-
tude.

The total school-age population (ages
5-19) to which this 10.14 percent rate
applies was estimated at 497,000 in
1973.74.' © Based on these assumptions,
Oregon’s total would be 50,395 handi-
capped children. Caution should be
exercised in using any of these esti-
mates, however. For one thing, they do
not necessarily mean that the estimated
number of children actually need special
services. There is also uneven geographi-
cal distribution of handicapped child-
ren, since parents of handicapped child-
ren often migrate to communities where
special programs exist. Thirdly, the term
"learning disability’ is so broad as to be
practically meaningless. For this reason
we feel that the difference between our
estimate of 1 percent and the State
Department of Education’s estimate of
10.5 percent for the incidence of child-
ren with learning disabilities is largely
definitional. However, the cost of ser-
vices to such children is relatively small,
so the fiscal impact of increasing our
estimate by two or three percent would
be minor.

We found that program availability
and content informatior and manage-
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table 5.2
ESTIMATES OF HANDICAPPED CHILDREN

Handicapping Condition 1" 2B 3¢ 4P gt 6" 78
Educable Ment. Retarded 1.3 1.62 23 1.29 1.93 2.3 2.07
Trainable Ment. Retarded. .24 14 NE NE NE NE (1
Multihandicapped .07 NE .06 NE NE .07 NE
Homebound NE .07 NE NE NE NE NE
Crippled & Phys, Hand. 21 .07 5 .94 .5 .5 .5
Speech Impaired 3.6 3.07 3.50 3.5 3.8 3.5 3.5
Hearing Impaired .10 .36 575 .14 .5 .575 50
Visually Impaired .05 .07 .10 .04 .07 A .07
Emoti nally Handicapped 2.0 .09 2.0 1.81 2.0 2.0 2.0
Le2rming Disabilities 1.12 447 1.0 3.67 105 26.0 1.0
fregnant Teenage Girls NE NE NE NE 5 NE 5
TOTAL 8.69 996 10.035 11.39 19.8 35.045 10.14

A.This estimate was used 1n a study entitled Educational Programs for Exceptional Chitdren.
Resource Configurations and Costs by Rossmulier, R A, et al., for the National Educational
Finance Project, Special Study No 2, Department of Educational Administration, Umversity of
Wisconsin, Madison, Wisconsin, August, 1970. p. 121.

B. Estimate used by the Regional Resource Center, Unwversity of Oregon, Eugene. Oregon,
Estimates are specifically for the State of Oregon and are based on data from FY 1972, Council
for Exceptional Children (CEC) reports The CEC gathers its formation from state departments
of education,

C. Estimated for age 519 youths in 1969 US, Department of Health, Education and Welfare,
{Hand:capped Children in the US and Special Education Personnel Required - 1968-69
estimated) Bureau of Education for the Handicapped, August, 1970

D. Estimate obtamned from data in an Oregon State Department of Education report entitied
“Special Education Programs, Handicapped Chid Program and EMR Program 1972-73 School
Year ** Data on number served and number not served sere added and divided by 497,000, the
reported schoolage population,

E. Oregon State Department of Education estimate (letter dated May 31, 1974 to the Committee
on Equal Educational Opportunsty)

F.Estimate cited but not used by the New York State Comnussion on the Quaiity, Cost and
Financing of Elementary and Secondary Education, The Fieschmann Report, volume il, p. 260
(Viking ed )

G. Estimate used i this report a combingi'en of estimates by the Regional Resource Center,
{column 2) USOE {column 3} and the Oregon State Department of Education {cotumn 5)

table 5-3

SPECIAL EDUCATION PROGRAM POPULATIONS FOR 1972-1973
(Handicapned Child and EMR Programs Statistics)

(School Age Population . . . 497,000)

Type of Handicap Est. Total No. No. Being % Served
Children With Served
This Handicap
Mentally Retarded 10,288 5,970 58
Deaf and Hard of Hearing 2,485 1,269 51

Visually Handicapped 347 290 84

Crippled & Chronically NI 2,485 1,872 75
Emotionally Disturbed 9,940 225 3
Extreme Leamning Problems 4,970 8,759 176
Speech Handicapped 17,395 13,583 78
Pregnant Girls 2,485 214 9
TOTALS 51,5638 32817 64
Source Estimated poputation was derived from incidence rate in table 5.2, column seven

Number being served was taken from ietters to the committee from the State Department of
() atice (dated May 31, 1974) and from the State Mentai Heaith Diwvision (dated October 18,
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ment data that could aid in program
evaluation are not readily available.
Complete and reliable per-pupil expend-
iture data on a program-by-program
basis are also not available.

EQUITY OF THE PRESENT SYSTEM

The incomplete data available on
special education in Oregon reveal con-
siderable variation in accessibility to
services among different prograr-s and
extreme variation in per pupil expendi-
tures within programs. Table 5-3 shows
the variation in services to children with
a given handicap. In reviewing this table
the reader should keep two facts in
mind. First, the estimated numbers of
children with a given handicap are just
that — estimates. Estimating that there
are 2,485 children with hearing prob-
lems while only 1,269 are receiving
services does not necessarily mean that
1,216 children have problems for which
service is not available. Secondly, the
areas of mental retardation, learning
disability and emotional handicaps are
not clearly distinguished from each
other by universally accepted pupil
characteristics or medical symptoms.
Hence, the judgment and training of the
person evaluating a child determines in
which of these three handicap categories
the child will be placed. These three
categories probably should be viewed in
the aggregate. Viewed in this manner,
the state is providing services for 14,954
out of approximately 25,198 (or 59
percent) of these children.

Nonetheless, the gap between serving
59 percent of these children and 78
percent of children with speech handi-
caps is considerable. We could not deter-
mine from available data the exact
status of services for pregnant teenage
girls. Some of these girls are receiving
care in a private residential setting or in
foster care through Children’s Services
Division, while others have chosen to
remain home throughout their preg-
nancy. The figure in table 5-3 is only
reflective of those receiving services
through the public schools.

Table 5-4 presents a per pupil break-
down of the actual claimable exwendi-
tures incurred by various school districts
in their programs for the educable men-
tally retarded in 1972:73. The dis-




table 5-4

ACTUAL EXPENDITURES PER PUPIL ON CLAIMABLE PROGRAM
COMPONENTS (Teacher’s salary, Transportation of Children, Special Supplies) for
Various Oregon Educable Mentally Retarded Programs for 1972-73

School District

Portand
Salem

Eugene

David Douglas
Springfield
Beaverton
Klamath Falls
Corvallis
Pendleton
Lake Oswego
Forest Grove
Hood River
Bakes

North Bend
Madras
Milton-Freewater
Myrtle Point

Total No. Pupils Per Pupil
in Program Expenditures
686 $1.097

308 940

175 1,077

165 779

130 927

104 809

66 623

56 1,092

53 757

50 1,110

48 843

33 1,196

32 828

21 934

11 1,861

10 1,074

10 7

Source Data i this table are fiom two State Department of Education reports that the
Department of Special Education prowvided to the commuttee on Equal Educational Opportunity
The fust w enutled Specrat Education Reimbursement Comparison of Formulas Proposed —
Present 1972 73, the second report was contaed in a letter to the commuttee dated June 19,

1974

tricts Iisted in the table were selected as
examples of the variation in per pupil
expenditures.

As can be seen from table 54,
extreme variation was found up to 2.4
times as much was expended by one
district than another for a program that
involved practically the same number of
children However, without data on the
severity of the retardation of the child-
ren within each of the programs, and
without information on additional costs
of EMR programs not clasmable under
the present statute (e g, expenditure for
teacher aide or psychological service),
meaningful  omparisons cannot be
firmly documented.

Two statutes provide state monies
for services to emotionally handicapped
children—the Hand.capped Children
Law and the Emotionally Handicapped
Children Law. In 1972-73, 162 emo-
tonally  handicapped children were
provided services under the Handi-
capped Children Lany We estimate that
'h@ ctate reimbursed local districts S55
E lChild served under this statute.

Aruitoxt provided by Eic:

Under the Emotionally Handicapped
Children Law, which served 63 children
in 197273, we estimate that the state
reimbursed the four participating dis-
tricts an average of S793 per student—or
about 14 times as much. Part of this
difference 1s due to the fact that we
were forced to use the average handi-
capped child reimbursement for al
children covered by this statute, rather
than the amount spent on programs
solely for the emotonally disturbed.
However, it is our opinion {and that of
State Department of Education offi-
cials) that children served under the
Emotionally Handicapped Children Law
are in much higher cost programs than
children served under the Hancicapped
Children Law. The reason that all dis-
tricts are not being reimbursed under
the Emotionally Handicapped Children
Laws is that the first four districts to
have programs approved under this law
used up all the appropriated funds.
SUMMARY OF PRESENT SITUATION
We estimate that .pproximately
50,400 Oregon school-age chyldren

“ 75.

needed special education services in
1972-73, of which about 32,200 {or 64
percent) received services. Approxi-
mately S17 million from federal,